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Prothraiibin  is  a  zymogen  important  in  the  blood  coagulation  cascade. 
Prothrombin  activation  involves  the  binding  of  the  zymogen  to  an  acidic 
phospholipid  surface.  In  this  study,  divalent  calcium  and  magnesium  ions  are 
viewed  as  providing  a  bridge  between  the  7 -carboxyglutamic  acid  (Gla)  residues 
in  the  18-23  loop  of  bovine  prothrombin  and  the  phospholipid  surface.  The 
energetics  of  the  binding  is  calculated  using  Assisted  Model  Building  with 
Energy  Refinement  (AMBER) .  Amber  uses  force  field  parameters  to  minimize 
conformational  energies.  In  each  calculation,  the  starting  conformation  was 
varied  in  type  of  metal  ion,  type  of  model  phospholipid  head  group,  or  in 
placement  of  the  complex  on  the  peptide  loop. 

The  results  of  the  calculations  shew  that  the  lowest  energy  conformation 
of  the  bare  loop  is  with  the  Gla21-Pro22  bond  in  a  trans  configuration.  When  a 
realistic  head  group  model  was  used,  the  lowest  energy  calcium-bridged 
conformation  had  a  cis  Gla21-Pro22  orientation  while  the  lowest  energy 
conformation  using  magnesium  was  still  trans.  The  orientation  and  binding 
effects  of  the  calcium  and  magnesium  are  discussed  in  light  of  the  fact  that 
calcium  is  essential  to  prothrombin  activation  while  magnesium  will  not  effect 
activation. 
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PREFACE 

A 

This  study  examines  the  nature  of  decision-making 
within  the  Mexican  po l  itical  system  in  the  area  of 
industrial  policy.  The  combination  of  interests  that 
generated  this  work  is  a  complex  one  which  evolved  over 
the  course  of  my  graduate  work.  I  attribute  the  key 
spark  to  an  interest  in  multinationals  and  the  response 
they  have  evoked  from  host  governments  In  Latin  America. 
My  inquiry  into  views  these  governments  have  developed 
towards  foreign  investment  led  to  a  recognition  of  the 
increasingly  important  role  technocrats  exercise  in 
formulating  industrial  policy.  Of  particular  interest 
was  the  case  of  Mexico  where  technocrats  have  inherited 
the  highest  political  office  in  the  last  three 
administrat ions  and  are  now  poised  to  continue  that 
trend.  Mexico  also  merited  Interest  because  of  the 
on-going  debate  about  the  nature  of  its  political  system 
-  author i tar i an  or  democratizing?  At  the  center  of  such 
a  question  I ies  the  age-old  concern  over  the  locus  of 
power  and  the  relatively  more  recent  interest  in 

determining  the  distribution  of  influence.  ( 

v 


Decision-making  analysis  seemed  to  be  an  excellent  tool 
to  uncover  these  variables.  The  Mexican  decision  to 
encourage ,  initially  reject,  and  finally  approve  an  IBM 
proposal  to  manufacture  microcomputers  in  Mexico 
promised  to  be  an  excel  lent  candidate  for  the 
application  of  this  type  of  analysis.  The  result,  I 
hope,  sheds  light  on  the  decision-making  process  as  well 
as  contributes  to  a  better  understanding  of  the  evolving 
Mexican  political  system. 

in  the  pursuit  of  this  work  I  have  incurred 
substantial  debits  on  many  accounts.  First,  to 
Professors  Karl  Schmitt,  Lawrence  Graham,  William  Glade, 
Henry  Dietz  and  Rodolfo  de  la  Garza  I  owe  a  special 
tribute  of  thanks  for  providing  the  knowledge, 
criticism,  encouragement  and  support  that  I  needed  to 
complete  this  work.  To  Professor  Schmitt  who  guided  me 
through  my  program  of  study  from  the  very  beginning, 
provided  invaluable  advice  at  key  points,  and  saw  my 
work  through  to  completion  I  owe  a  special  debt  of 
thanks.  Professors  Calvin  Blair,  Darrell  Young,  Michael 
Conroy,  F.  T.  Januzzi  ,  James  Bill  and  Gordon  Bennett 
also  deserve  credit  for  what  may  be  of  merit  in  this 


Class  John  Gutierrez  and  his  extended  family  who 
sheltered  and  fed  me  while  I  carried  out  my  research  in 
Mexico  City.  For  the  finances  to  support  my  research  l 
am  most  grateful  also  to  the  E.  D.  Farmer  international 
Fell owsh ip  Fund . 

For  their  confidence  in  granting  me  the  time  to 
pursue  and  complete  this  work,  I  am  grateful  to  Colonels 
Daniel  H.annaway  and  Ruben  Cubero.  To  Colonel  James 
Parsons  I  owe  a  special  debt  of  thanks  for  the 
administrative  and,  especially,  the  moral  support  that 
encouraged  me  at  critical  points. 

A  debt  of  gratitude  that  I  can  never  repay  goes  to 
my  wife  Del ia  for  her  unquestioning  faith,  forbearance 
and  love  during  my  many  hours  away  from  home.  To  Tony 
and  David  i ikewise  I  owe  a  debt  of  thanks  for  their 
patience  and  sacrifice.  Finally,  to  my  parents  who 
never  doubted  that  their  earlier  years  of  nurture  would 
bear  fruit,  I  acknowledge  my  greatest  debt. 
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This  study  argues  that  in  the  area  of  industrial 
policy,  the  Mexican  decision-making  process  does  not 
conform  to  either  the  authoritarian  model  of 
decision-making  or  to  various  alternative  models  as 
proposed  by  Graham  T.  Al  I  ison.  A  case  study  of  the 
Mexican  decision  to  allow  IBM  to  manufacture 
microcomputers  in  Mexico  under  a  100  percent  equity 
arrangement  was  used  to  test  four  models  of 
decision-making:  authoritarian,  rational  policy, 

organizational  process,  and  politicking.  At  least  one 
major  element  predicted  by  the  authoritarian,  rational 
po i icy,  and  organizational  process  models  was  absent 
when  app I i ed  to  the  IBM  case.  Whereas  al l  of  the 


elements  predicted  in  the  po I iticking  model  were 

present,  the  model  was  found  to  be  a  necessary  but 
insufficient  explanation  of  this  case.  Only  a  synthesis 
of  ail  the  models  tested  was  able  to  adequately  explain 
the  various  stages  through  which  the  decision  progressed 
from  del iberation  to  initial  rejection  to  final 
acceptance  to  IBM's  proposal.  In  the  various  stages  of 
the  decision-making  process,  the  patterns  of 

distribution  of  power  and  influence  shifted,  suggesting 
that  not  only  does  the  decision-making  process  vary  by 
policy  area  but  by  stage  of  deliberation  as  well.  The 
six  stages  of  decision-making  in  the  synthesized  model 
are  incremental  and  interactive.  They  include:  1)  a 

demand  for  action;  2)  a  demand  for  po I  icy;  3)  a  plan  for 
action;  4)  a  politicking  stage;  5)  a  resolution  stage; 
and  6)  a  conflict  management  stage.  The  decision-making 
process  in  Mexican  industrial  policy  can  be  defined  as 
the  translation  of  a  demand  for  action  into  a  plan  for 
action  that  meets  desirable  policy  objectives,  can  be 
implemented  by  organizational  process,  and  is  made 
acceptable  to  political  interest  groups. 
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in  question  is  not  authoritarian  after  all,  it  would 
call  into  question  the  assumption  that  aut hor i tar i an 
regimes  always  and  everywhere  reach  decisions  in  an 
authoritarian  manner.  This  study  seeks  to  determine 
whether  the  distribution  of  power  and  influence  as 
exercised  in  the  industrial  policy  area  within  the 
Mexican  political  system  Is  as  authoritarian  as  it  has 
been  shown  to  be  in  other  areas  or  whether,  in  the 
industrial  policy  area,  the  pattern  of  distribution  of 
power  and  influence  Is  more  diffuse.  To  answer  these 
questions,  this  study  advances  the  propositions  that 
various  stages  of  the  decision-making  process  display 
particular  patterns  of  power  and  influence  and  that 
these  patterns  of  power  and  influence  wi  I  I  vary  by 
po I  icy  area.  Four  decision-making  models  are  tested  to 
determine  which  one  or  which  ones  best  explain  the 
Mexican  decision-making  process  in  the  area  of 
industrial  po I  icy.  A  case  study  approach  is  used  to 
focus  on  the  decision-making  process  ut i I i  z  i  ng  the 
Mexican  decision  to  allow  IBM  (International  Business 
Machines)  to  manufacture  microcomputers  in  Mexico  with 
100  percent  IBM  equity  even  though  the  manufacture  of 
m i crocomputer s  was  an  industrial  activity  previously 
reserved  for  Mex  i  can-ma j or i ty  enterprises.  The  IBM 
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decision  is  chosen  because  it  involves  the  federal 
bureaucracy  as  an  obvious  center  of  power  arbitrating 
between  two  segments  of  industrialists  -  domestic  and 
foreign  -  that  were  attempting  to  influence  industrial 
policy  with  respect  to  the  development  of  the  Mexican 
informatics  industry.  As  such,  it  is  an  excellent 
vehicle  with  which  to  pursue  questions  about  the 
distribution  of  power  and  the  flow  of  influence.  This 
study  wi  I  I  provide  further  Insights  into  the  Mexican 
political  system  as  well  as  generate  hypotheses  about 
the  decision-making  process  itself,  the  respective  roles 
of  the  economic  and  technocratic  elite  In  a  mixed 
economy,  and  the  role  of  multinational  corporations  in 
deve I opment . 

Review  of  the  Literature 

There  are  two  main  strands  of  literature  relevant  to 
this  study.  One  has  to  do  with  the  nature  of  the 
Mexican  po l itical  system  and  the  other  with  the  nature 
of  the  decision-making  process  in  governmental  affairs. 
They  are  related  insofar  as  decision-making  is  a  core 
function  of  any  political  system.  Decision-making,  for 
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our  purposes,  is  defined  as  the  conversion  of  a  demand 
for  action  into  an  authoritative  plan  for  action. [2]  The 
process  by  which  decisions  are  made  (who  makes  them  and 
how  they  are  made)  is  at  the  center  of  po I i t i ca I 
interactions.  Whether  the  overall  political  process  is 
defined  as  "the  authoritative  allocation  of  values  for  a 
society"[3]  or  simply  as  "rule-making,  rule-application, 
and  r u I  e-ad j ud i cat  1  on " [ 4 ] ,  the  core  decision-making 
process  discloses  the  centers  of  power  and  influence 
within  a  political  system  as  well  as  the  degree  of 
distribution  of  such  power  and  influence.  While 
influence  may  be  defined  as  the  attempt  to  obtain  a 
particular  outcome,  power  is  understood  as  "effective 
influence  on  policy  outcomes ."[5]  A  political  system 
where  patterns  of  influence  on  decision-making  are 
predominantly  pluralistic  -  in  terms  of  participation  in 
the  decision-making  process  and  contestation  for 
decision-making  roles  -  may  be  defined  as  democrat i c [ 6 ] 
or,  in  Dahl's  terminology,  po  I  ya r ch i c . [ 7 ]  On  the  other 
hand,  when  power  is  central  ized  around  an  individual  or 
sma I  I  group  and  the  patterns  of  influence  tend  to  be 
I imited  with  respect  to  the  number  of  participants  and 
the  frequency  or  degree  of  their  participation,  the 


political  system  is  defined  as  author i tar i an . [8] 
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j  Classifying  the  Mexican  political  system  according 

to  these  criteria  has  been  a  problematic  task.  | 

Historically,  several  authors  have  tended  to  identify 
pluralistic  aspects  in  the  Mexican  political  system  and 
consequently  viewed  it  as  democratic,  sem i -democrat i c  or 
as  a  pre-democrat i c  political  system  in  transition  to 
democracy . [9]  Since  the  early  1970's,  however,  and 
especial ly  since  the  influential  work  of  Juan  Linz  using 
Spain  to  typify  an  author  I  tar  I  an  reglme[lO],  studies  of 
the  Mexican  political  system  have  tended  to  focus  on  its 
authoritarian  aspects. [it]  Notable  among  these  works  In 

I 

terms  of  utilizing  a  dec  I s I on-mak I ng  framework  to 
analyze  the  political  system  Is  that  of  Susan 
Purcell. [12]  Purcell  systematically  applied  the  Linz 
model  of  author i tar i an i sm  (limited  pluralism,  limited 
mobilization,  and  patrimonial  leadership)  to  government 
po I  icy  in  the  area  of  bus i ness- I abor  relations. 
Specifically,  she  studied  the  Mexican  profit-sharing 
decision  whereby  the  decision  was  made  to  implement  the 
distribution  of  a  portion  of  industry's  profits  to  labor 
as  called  for  in  the  Mexican  constitution . 

Although  the  authoritarian  thesis  has  become 
generally  accepted,  some  questions  still  arise.  Dale 
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Story,  for  example,  has  cha I lenged  the  strength  of  the 
authoritarian  thesis  for  the  indust-ial  elite. [13]  In 
particular,  he  cites  the  initial  Mexican  decision  to 
postpone  entry  into  GATT  (The  General  Agreement  on 
Tariffs  and  Trade)  as  evidence  of  the  considerable 
ability  of  the  business  elite  to  participate  in  and 
influence  that  dec i s I  on . [ 1 4 ]  David  Mares,  on  the  other 
hand,  concludes  in  his  review  of  this  decision  that  it 
was  the  President  who  changed  his  own  mind  about 
accession  and  consequently  manipulated  the  competing 
political  actors  so  as  to  support  a  decision  for 
postponement .[15] 

Hence,  the  debate  about  decision-making  patterns  of 
power  and  influence  and  its  reflection  on  political 
system-type  remains  a  I i ve I y  one.  Perhaps,  as  Story 
suggests,  there  is  not  a  simple  one-to-one  correlation 
between  regime  structure  and  decision-making  process. 
In  their  study  of  the  Soviet  political  system,  Jerry 
Hough  and  Merle  Fainsod  suggest  that  the  distribution  of 
power  and  influence  rather  than  being  static,  as  a 
narrow  app I ication  of  structure  to  process  would  assume, 
is  instead,  dynamic.  Specifically,  they  generalize  that 
the  distribution  of  power  must  vary  with  the  policy 


area. [16]  Several  other  authors  have  related  the 
decision-making  process  to  policy  "areas."  Theodore  Low i 
distinguishes  policy  "arenas"  according  to  decision 
outcome.  That  is,  any  decision  will  be  said  to  result 
in  distribution,  regulation  or  redistribution  of 
resources.  Rather  than  deduce  the  decision-making 
process  from  the  structure,  he  argues  that  "each  area 
tends  to  develop  its  own  char acter i st I c  political 
structure,  po  I  i t i ca I  process,  el  i tes  and  group 
relations. "[17]  John  and  Susan  Purcell  apply  this 
theoretical  framework  to  Mexico.  They  accept  the 
hypothesis  that  "patterns  of  relations  between 
government  and  the  private  sector  vary,  depending  on  the 
type  of  issue  being  decided."  However,  they  modify 
Low i ' s  arenas  to  reflect  the  "structural  and  ideological 
environment  within  which  the  Mexican  issue  process 
operates."  Hence,  although  they  utilize  Low i ' s 
"arenas,"  their  approach,  unlike  Low i ' s ,  still  proceeds 
from  structure  to  process  rather  than  vice-versa. [18] 
Also  building  on  Low  I  ' s  framework  is  Michael  T.  Hayes, 
who  argues  that  the  decision  outcome  will  be  determined 
not  only  by  the  po I  icy  arena  but  by  the  supply  pattern 
(mode  of  response)  of  the  decisionmaker  in  relation  to 
the  demand  pattern  (conf I ictual  or  consensual)  of  the 


pressure  group. [19]  Jerel  A.  Rosat i  treats  both  decision 
structure  and  decision-making  process  and,  like  Low i , 
argues  that  "the  decision  structure  depends  largely  on 
the  critical  or  noncritica!  nature  of  an  issue. "[20]  The 
decision-making  structure,  according  to  Rosat i ,  will 
fol low  the  decision  "context,"  although  he  does  not 
further  elaborate  on  this  point. 

Since  the  terms  "policy  area,"  "issue"  and  "policy 
arena"  can  be  confused,  I  will  define  "policy  area"  in 
accord  ,/lth  the  use  of  the  term  by  Hough  and  Fa  insod.  By 
po I  Icy  area  I  mean  no  more  than  a  distinctive  area  of 
competence  under  the  pr imary  responsibility  of  a 
particular  government  bureau,  agency,  or  department 
which  merits  the  concern  of  a  particular  interest  group 
(an  individual,  group  or  organization  with  a  defined 
stake  in  the  decision  outcome). 

With  respect  to  variation  by  policy  area,  Hough  and 
Fainsod  suggest  that  top  leadership  involvment  is  apt  to 
be  high  with  respect  to  defense  and  foreign  po I  icy,  low 
with  respect  to  t r anspor tat i on  po I  icy  and  unclear  with 
respect  to  wage  policy.  On  the  other  hand,  participants 
other  than  the  top  leadership  play  a  greater  role 
exerting  a  significant  amount  of  influence  depending  on 


the  po  I  icy  area.  Thus,  foreign  area  special  ists  play  a 
significant  role  with  respect  to  foreign  and  defense 
po I  icy  as  do  rai  I  road  management  executives  with  respect 
to  t r anspor tat i on  policy  and  workers  and  peasants  with 
respect  to  wages.  In  effect,  what  Hough  and  Fa i nsod 
suggest  is  the  utility  of  a  combination  of  technocratic 
expertise  and  interest  group  demands  as  an  alternative 
approach  to  understanding  the  decision-making  process  as 
the  policy  area  varies. [21] 


In  the  context  of  the  American  political  system, 
Rosati,  reviewing  the  app I  i cab i  I  I ty  of  the  bureaucratic 
politics  model  for  foreign  policy  analysis,  suggests 
that  the  level  of  participation  of  top  leadership  will 
vary  by  the  salience  of  the  particular  issue  involved. 
Hence,  a  decision  will  not  always  require  presidential 
attention  but  may  be  settled  at  the  bureaucratic  or 
local  level  depending  on  the  decision  context  and 
decision  par t i c i pants .[ 22 ] 


Both  a  focus  on  a  particular  po I  icy  area  and  an 
examination  of  the  pattern  of  distribution  of  power  and 
influence  is  a  promising  approach  to  the  study  of 
decision-making  in  such  a  complex  political  system  as 
Mexico  and  is  one  which  Story  adopts  in  attempting  to 


H 


"disaggregate"  the  author i tar i an  state. [23]  The  question 
that  arises  is  whether  and  to  what  extent 
decision-making  patterns  vary  by  policy  area  in  the 
Mexican  po  I  itical  system.  Few  case  studies  have  been 
carried  out  recently  on  decision-making  in  the  Mexican 
po I itical  system  and  these  have  general ly  concurred  with 
the  author i tar i an  interpretation  of  the  Mexican  regime. 

Purcell's  study  dealt  with  a  decision  that  benefitted 

I 

labor  as  the  recipient  of  an  eight  percent  share  in  the 
profits  of  industry.  This  decision,  of  course,  also 
|  benefitted  the  government  as  It  was  meant  to  appease 

1  labor's  setbacks  In  conflicts  with  the  previous 

administration  and,  consequently,  gain  labor's  support 
;  for  the  current  administration.  Michael  Dziedzic[24] 

1  studied  a  decision  that  benefitted  the  Mexican  military 


in  terms  of  modernization  of  its  air  force  via  the 

i 

'  purchase  of  F-5  aircraft.  He  concludes  that  a 


patron-client  model  such  as  Merilee  Gr i nd l e  applies  to 
the  peasant  sector  in  her  study  of  the  management  of 


! 


CONASUPO  (the  Mexican  staples  company) [25]  is 
appropriate  to  decision-making  in  Mexican  civil -military 
affairs.  With  respect  to  decision-making  in  the  private 
sector,  the  major  recent  proponent  of  a  competitive, 


participative  approach  is  Dale  Story.  He  uses  this 


approach  selectively  with  respect  to  the  industrial 
el ite,  noting  the  fact  that  this  sector  has  not  been 
incorporated  into  the  PR  I  (Institutional  Revolutionary 
Party)  and  that  it  enjoys  a  greater  measure  of 
independence  from  the  government  than  do  peasants, 
labor,  and  the  popular  sector  in  terms  of  the  assets 
they  control. [26]  This,  he  believes,  translates  into  a 
greater  capacity  to  exert  Influence  in  governmental 
decisions  that  affect  their  Interests. 

if  decision-making  patterns  In  policy  areas 
affecting  the  industrial  elite  -  Industrial  policy, 
trade  policy,  foreign  investment  policy  -  cannot  be 
explained  by  the  authoritarian  decision-making  model, 
then  alternative  dec i s i on-mak i ng  models  are  needed  to 
explain  the  patterns  of  power  and  influence  that  are  at 
play.  An  alternative  set  of  models  that  explores  the 
nature  of  decision-making  in  governmental  affairs  has 
been  proposed  by  Graham  Al I i son  in  his  landmark  study  of 
the  Cuban  missile  crisis. [27]  Allison  proposes  three 
models  or  "lenses"  with  which  to  view  the  decision  to 
blockade  Russian  ships  carrying  missiles  to  Cuba:  i)  a 
rational  policy  model;  2)  an  organizational  process 
model;  and  3)  a  aover  nmen  t a l  (bureaucratic)  politics 


the  Linz  model  of  authoritarianism  would  exhibit  the 
fol lowing  traits  with  respect  to  decision-making: 

1.  an  erratic  relationship  between  the  authoritarian 
leader's  decision  and  the  expressed  group  demands; 

2.  a  reduction  in  the  number  of  demands  made  upon  the  l 

author i tar i an  leader  providing  him  with  [ 

substantial  decision-making  autonomy;  and  • 

3.  difficulty  in  tracing  the  origins  of  a  f 

dec i s i on . [ 29 ]  ! 


For  our 

purposes,  a 

decision 

-mak i ng  process 

wou  1  d 

have 

to  fit 

a  l  1 

of 

these 

criteria  to 

be 

judged 

authoritarian. 

Otherw i se , 

i  t  wou 1 d 

imply 

some 

mod i f i cat 

ion  of 

this 

mode  1  , 

the  presence  of  some 

other 

model ,  or  some  amalgam  of  models. 


Before  Allison,  the  traditional  approach  In 
decision-making  studies  had  been  the  so-called 
"rational"  appr oach [ 30 ]  .  It  corresponds  to  a  rigorous 
model  of  action  formulated  pr imar i ly  in  economics, 
decision,  and  game  theory. [31]  Key  concepts  include 
terms  I  ike  decision,  policy,  and  action.  Decision 
presupposes  a  decider  and  a  choice  among  alternatives 

i 

with  reference  to  some  goal.  Policy  means  the  i 

( 

real ization  of  a  number  of  particular  instances  of  some 
agent's  objectives.  Actions  under  this  model  are  seen 


as  phenomena  performed  by  purposeful  agents  and  assumes 


that  these  actions  are  "intendedly  rational"  and  that 
cumulative  behavior  is  "goa I -d I rected . “  The  model  Is 
considered  useful  for  explanation,  problem-solving,  and 
eva l uat I  on . [32]  Dec  I s 1 on-mak I ng  under  this  model  may  be 
summarized  as  "action  chosen  by  a  unitary,  rational 
decisionmaker:  centrally  controlled,  completely 
Informed,  and  value  max Im I z I ng . " [33 ]  As  such,  the  model 
does  not  differentiate  among  the  processes  that  a 
democratic,  author  I  tar  I  an ,  or  totalitarian  regime  would 
take  In  arriving  at  a  decision.  It  does  assume  a 
centralization  of  power  In  a  unitary  actor.  However,  no 
attempt  Is  made  to  limit  sources  of  Influence  which 
ultimately  determine  the  criteria  by  which  he  is  to 
judge.  Hence,  while  decision-making  power  is 
centralized  In  the  unitary  decisionmaker,  influence  can 
be  considered  to  be  diffuse. 


With  respect  to  the  distribution  of  power,  the 
organizational  process  model  takes  a  much  broader  view 
of  governmental  action  than  does  the  rational  policy 
model.  It  recognizes  that  a  government  consists  of  "a 


conglomerate  of 


semi -feudal,  loosely  allied 


organizations,  each  with  a  substantial  life  of  its 
own. "[34]  A  pragmatic  division  of  labor  allocates  a 


specific  set  of  problems  to  each  organization  which  acts 
on  these  problems  in  a  quas i - i ndependent  manner.  The 
resolution  of  any  important  issue  usually  requires  the 
co-ordination  of  several  of  these  organizations.  Due  to 
their  quas i - i ndependence ,  however,  "governmental  leaders 
can  substantially  disturb,  but  not  substantially 
control,  the  behavior  of  these  or gan I zat I ons . " [ 35 ] 
Al l i son  draws  on  the  I iterature  of  organization  theory 
to  abstract  the  following  characteristics  of 

organizations  as  they  seek  a  solution  [decision]  to  a 
problem: 

1.  Factored  Problems  -  the  tendency  to  split  complex 
problems  into  Independent  parts  and  deal  with  the 
parts  one  by  one. 

2.  Satisficing  -  the  tendency  to  find  a  course  of 
action  that  is  "good  enough." 

3.  Search  -  the  tendency  to  use  relatively  stable, 
sequential  processes  to  find  a  solution. 

4.  Uncertainty  Avoidance  -  the  reluctance  of 

organizations  to  base  actions  on  estimates  of  an 
uncerta in  future . 

5.  Reper  to i res  -  the  tendency  to  devise  action 
programs  that  constitute  the  range  of  effective 
choice. [ 36 ] 


A  comb ination  of  these  limits  the  ability  of  an 
organization  to  arrive  at  effective  solutions.  For 


example,  when  satisficing,  organizations  tend  to  stop 


I. 

V 
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their  search  with  the  first  alternative  that  is  good 
enough,  thus  severely  limiting  the  resultant  menu. 
Also,  to  avoid  uncertainty,  organizations  tend  to  rely 
on  short-run  feedback  to  el iminate  deviations  between 
actual  and  desired  performance. [37]  The  existence  of 
repertoires  consisting  of  established  patterns  and 
standard  operating  procedures  lead  to  a  lack  of 
flexibility  and  even  a  “resistance  to  leaders  attempting 
to  force  organizations  to  act  contrary  to  existing 
goa I s . " [38] 

But  political  leaders  who  sit  atop  government 
organizations  decide  which  organizations  shall  play  out 
which  programs,  and  where. [39]  The  need  to  recognize  the 
leaders  of  organizations  as  players,  in  their  own  right, 
of  a  central  competitive  game  implies  a  new  model. 
Allison  originally  named  this  the  "governmental 
politics"  model  but  soon  after  popularized  it  as  the 
"bureaucratic  politics"  model. [40]  The  essence  of  this 
model  is  politics  defined  as  "bargaining  along 
regularized  circuits  among  players  positioned 
h i erarch ica I  I y  within  the  government . " [41 ]  The 
implications  of  this  mode  I  are  that  the  ultimate 
determinants  of  a  decision  go  beyond  I)  the  criteria  of 


a  rational  actor  acting  on  his  conception  of  tne 
national  interest  -  a  conception  which  transcends 
specialized  interests  and  2)  the  factored  goals  of 
independent  organizations.  As  Almond  would  suggest,  the 
determinants  of  choice  are  the  Influences  that  the 
individuals  on  top  of  governmental  organizations  respond 
to.  These  may  Include  the  general  public,  the  attentive 
public  (Congress,  the  press,  interest  groups),  policy 
and  opinion  elites  (policy  analysts  and  scientists),  and 
top  party  of f i c I  a  I s . [42 ]  This  model  implies  an  elite 
structure  where  there  exists  a  large  number  of 
autonomous  and  competing  groups.  Autonomy  assumes  that 
power  Is  widely  dispersed  among  participants  and  drawn 
from  a  variety  of  independent  sources.  Competition 
assumes  that  participants  differ  about  both  ends  and 
means.  The  group  aspect  assumes  that  only  by 
coordination  can  individuals  assemble  sufficient  power 
to  achieve  their  propose  I s . [43 ]  As  a  political  process, 
decision-making  under  this  model  exhibits  three 
character i st i cs  : 

1.  a  diversity  of  aoa  I  s  and  values  that  must  be 
reconciled  before  a  decision  can  be  reached; 

2.  the  presence  of  competing  clusters  of  people 
within  the  main  group  who  are  identified  with  each 
of  the  alternative  goals  and  policies; 


the  relative  power  of  these  different  groups  of 
people  involved  is  as  relevant  to  the  final 
decision  as  the  appeal  of  the  goals  they  seek  or 
the  cogency  and  wisdom  of  their  arguments . [44 ] 


This  model  impl ies  that 

the  advocate  of  a  particular  po I  icy  must 
build  a  consensus  to  support  his  po 1  icy. 
Where  there  are  rival  advocates  or  rival 
policies,  there  is  competition  for  support, 
and  al I  the  techniques  of  at  I iances  appear: 
persuasion,  accommodation  and  barga i n i ng . [45] 


This  model  implies  conflict,  the  "haul  and  pull  of 
politics."  In  governmental  affairs,  this  conflict  is 
evident  in 

leaks  of  secret  materia)  to  Congress  or  the  press; 

-  attempts  to  force  the  President  to  adopt  "the  only 
right  path ;  " 

outright  falsification  or  deception;  as  well  as 
more  conventional  techniques  of  barga i n i ng . [46] 


To  summarize  the  four  models:  whereas  the 
author i tar i an  model  presupposes  a  concentration  of  power 
around  a  patri mon iai  leader  with  influence  limited  to 
his  close  advisors,  the  rational  po I  icy  mode  I  assumes  a 
concentration  of  power  around  a  unitary  actor  with 
influence  as  diverse  as  the  sources  that  provide  the 
criteria  for  an  acceptable  policy  or  decision.  The 


organ i zat iona 


process  model  implies 
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decentral  ization  of  power  to  a  few  organizations  as  we  I  I 
as  a  limitation  of  influence  to  organizational 

boundaries.  The  government a l/bureaucratic  pol itics 
model  involves  the  actors  that  sit  on  top  of 

organizations  and  represent  the  views  of  other  actors 
who  support  their  own  views.  Hence  this  model  implies  a 
wider  distribution  of  power  and  influence.  To 
differentiate  this  model  from  the  "bureaucratic 

politics"  model  that  Joins  the  organizational  process 
and  the  original  government a  I  politics  mode  I  ,  we  w i  I  I 
rename  this  the  "politicking"  model.  In  so  doing,  we 
emphasize  the  activity  of  the  interest  groups  attempting 
to  influence  an  outcome  in  their  favor  through  the 

"actors  that  sit  atop  organizations."  Hence,  the  actors 
in  this  model  include  not  only  the  Inner  circle  of  the 
leaders  in  government  but  also  the  wider  circle  of 
leaders  of  interest  groups. 

in  summary,  a  typology  of  decision-making  models 
based  on  the  distribution  of  power  and  influence  appears 


in  Table  1 . 


Table  2 

An  Incremental  Model  Of  Decision-Making 


FORMULATION 

Stage/Dominant  Model _ Process/Major  Concern 


Stage 

1  . 

Demand  for  Action 

Is  this  a  routine  matter? 

(Orgz 1  Process ) 

YES 

NO 

1 mp 1 ement 

Defer  to 

RATIONAL  POLICY 

STAGE 

2  . 

Demand  for  Pol  Icy 

Does  this  demand  support 

( Rat i ona I  Policy) 

major  goa Is  in 

new  way? 

YES 

NO 

Formu late 

New  Criteria 

Reject 

STAGE 

3  . 

Plan  for  Act i on 

Agreement  with 

New  Criteria? 

(Orgz 1  Process) 

YES 

NO 

Deve I  op  New 

Demand  for 

Rout i ne/Process 

Bargaining 

IMPLEMENTATION 

STAGE 

A  . 

Bargaining 

1 s  a  compr om i se 

acceptab l e? 

(Pol  i t 1 ck i ng  ) 

YES 

NO 

Defer  to 

Defer  to 

ORGZL  PROCESS 

1 mp 1 ement 

AUTH  MODEL 

STAGE 

5  . 

Reso 1 ut ion 

Power  to  impose 

solution? 

( Author i tar i an 

YES 

NO 

Mode  1  ) 

Defer  to 

Defer  to 

ORGZL  PROCESS 

1 mp 1 ement 

POL  1 T 1 CK 1 NG 

STAGE 

6  . 

Con  f  1  i ct  Mgmt 

1 s  a  compr om i se 

acceptab I e? 

(Pol  Sticking) 

YES 

NO 

Defer  to 

Process 

ORGZL  PROCESS 

B  r  eak  down / 

! mp 1 ement 

Con  f l  i c  t 

provides  a  model  depicting  the  paths  a  decision-making 
process  In  Industrial  policy  would  follow. [49] 

Under  such  a  schematic,  the  question  Is  not  “who 
governs?"  but  "who  governs  when?"  Who  exercises  power 
and  who  exercises  Influence  at  any  given  stage  of  the 
decision-making  process?  A  greater  relative 
contribution  may  be  given  to  the  final  decision  at  any 
given  stage.  A  political  regime  can  be  character  I  zed  by 
the  predominant  mode  in  which  decision-questions  are 
resolved.  However,  analysis  of  the  decision-making 
process  can  be  improved  by  recognizing  that  other  levels 
of  dec l s I on-mak l ng  are  available  and  may  be  exercised. 
The  more  complex  or  controversial  the  decision,  the 
greater  the  number  of  stages  in  the  decision-making 
process  will  be  ut I  I  1  zed . 

These  four  frameworks  -  the  authoritarian  model, 
the  rational  policy  model,  the  organizational  process 
model  and  the  politicking  model  -  will  be  applied  to  the 
IBM  decision  in  order  to  determine  which  model (s)  best 
explaln(s)  the  decision  of  the  Mexican  government  I)  to 
Invite  foreign  Investment  In  the  electronics  area,  2)  to 
reject  IBM's  Initial  proposal  for  a  100  percent  equity 
investment  In  microcomputer  manufacturing  and  3)  to 
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reverse  that  decision  six  months  later  and  accept  IBM's 
proposal.  The  study  seeks  to  learn  what  political 
processes  were  Involved.  Was  the  decision  a  strictly 
authoritarian  one  reached  at  the  highest  levels  of 
government?  Was  It  an  exercise  In  adjusting  a  proposal 
to  existing  or  new  criteria  until  the  two  finally 
matched  -  as  a  rational  policy  model  would  suggest?  Was 
It  a  matter  that  was  resolved  at  the  organizational 
level?  Or  was  It  an  example  of  the  "politicking"  model 
where  competing  interests  were  arbitrated  by  the  haul 
and  pull  of  politics  with  a  resultant  compromise 
solution?  Or,  perhaps,  does  some  combination  of  these 
approaches  best  explain  what  actual  I v  took  place?  What 
do  the  findings  reveal  about  the  Mexican  political 
system?  Where  does  the  dec  1 s I on-mak I ng  process  seem  to 
be  concentrated/distributed  In  the  Industrial 
po l  I cy/ f ore  I gn  Investment  area?  What  patterns  of 
influence  exist  In  this  area?  While  a  case  study  of  a 
decision  In  the  area  of  industrial  and  foreign 
Investment  policy  cannot  answer  these  questions  for  all 
policy  areas,  It  Is  hoped  that  it  will,  at  least,  offer 
some  suggestions. 


To  help  guide  our  study,  the  following  propositions 


•W 


from  each  of  the  theoretical  frameworks  wi  I  I  be  tested. 

Authoritarian  Model 

If  this  model  best  explains  the  Mexican  IBM  decision, 
the  following  features  will  be  present  in  the 
decision-making  process: 

1.  an  erratic  relationship  between  the  authoritarian 
leader's  decision  and  the  expressed  group  demands; 

2.  a  reduction  in  the  number  of  demands  made  upon  the 
authoritarian  leader  providing  him  with 
substantial  decision-making  autonomy;  and 

3.  difficulty  in  tracing  the  origins  of  a 

dec i s i on . [ 50] 


Mode  I 


if  the  rational  policy  model  were  exclusively 
involved  in  the  Mexican  IBM  decision-making  process,  it 
would  manifest  itself  via  a  unitary  actor  arriving  at  a 
decision  in  acccrdance  with 

1.  various  va  ues  and  objectives-, 

2.  perceived  alternative  courses  of  action; 

3.  estimates  of  various  sets  of  consequences-, 

4.  a  net  valuation  of  each  set  of  consequences  .[ 5 1  ] 


Oraan izat ions  I  Process  Mode  I 


If  an  organ i zat i ora  I  process  model  were  involved  in 


the  Mexican  decision,  it  would  exhibit  the  following 
features : 

1.  the  handling  of  the  proposal  requiring  a  decision 
would  be  determined  by  organizational  routine  and 
not  by  the  direction  of  government  leaders; 

2.  flexibility  to  deal  with  conflict  would  be  limited 
and  any  change  to  the  initial  proposal  would  be  of 
an  incremental  nature; 

3.  a  favorable  decision  to  a  proposal  would  be 
contingent  on  the  administration's  ab i I ity  to  mesh 
the  proposal  with  one  of  its  pre-determ i ned 
goals. [ 52 ] 


Politicking  Model[53  ] 


if  the  Mexican  IBM  case  were  best  explained  by  the 
Politicking  Model,  the  decision  process  would  exhibit 
the  following  features: 

1.  the  decision  outcome  would  be  different  from  what 
any  one  player  proposed; 

2.  individual  players  would  favor  a  decision  that  is 
in  accord  with  their  priorities,  perceptions  and 
the  "face  of  the  issue"  they  see; 

3.  individual  players  would  attempt  to  bu i Id  a 
coal ition  to  convince  others  that  what  needs  to  be 
done  is  what  they  propose  be  done. [54] 


There  is,  of  course,  no  reason  to  be l i eve  that  the 
latter  three  models  are  mutually  exclusive.  A  mix  of 
these  models  is  both  possible  and  anticipated  under 
certain  conditions  -  basically  involving  conflict  at  the 


rational  policy,  organizational,  and  politicking 
I  eve  Is.  Alii  son  and  Ha  I  per  i  n  have  comb i ned ,  for 
example,  the  organizational  process  and  governmental 
po I itics  models  into  a  bureaucratic  po I itics  model  that 
treats  organizational  processes  as  constraints  that 
leaders  of  organizations  must  take  into  account  in  the 
haul  and  pul  I  of  po 1  itics. [55]  I  suggest  that  under 
conditions  of  conflict  and  high  issue  salience,  all 
three  models  need  to  be  combined.  This  would  imply  that 
a  greatf  degree  of  Interaction  is  required  between  the 
different  levels  to  explain  the  ultimate  decision.  The 
decision  process  would  advance  in  stages  from  one  level 
to  the  next,  as  indicated  in  Table  2. 

With  these  frameworks,  we  have  in  place  the 
indicators  that  will  al low  us  to  determine  which 
decision-making  model  is  in  play.  By  seeking  answers  to 
the  questions  posed  by  each  model,  we  can  tell  how  power 
and  influence  are  distributed  in  the  area  of  industrial 
po I  icy.  This  wi  I  I  then  prove  or  disprove  the  central 
proposition  of  this  investigation  -  that  the 
distribution  of  power  and  influence  will  vary  by  policy 


involved  in  the  IBM  decision?  What  groups  or 
individuals  attempted  to  influence  the  system?  Were 
their  demands  heard?  Was  there  an  attempt  to  limit 
these  demands?  Can  we  identify  with  certainty  the  final 
dec i s i on-maker ( s ) ?  An  analysis  of  the  answers  to  these 
questions  is  treated  in  chapter  three. 

The  rational  policy  model  assumes  a  rational  (or 
analytic)  unitary  decision-maker  with  one  set  of  goals, 
one  set  of  perceived  options  and  a  single  estimate  of 
consequences  of  each  alternative.  Hence  this  model 
raises  the  following  questions:  Were  there  criteria 
based  on  explicit  values  and  objectives  against  which  to 
judge  the  merits  of  the  IBM  proposal?  Were  these 
criteria  agreed  upon  such  that  upon  fulfillment  of  these 
criteria  the  IBM  proposal  would  be  accepted?  Were  there 
analyses  within  the  government  bureaucracy  that  weighed 
the  consequences  of  accepting  IBM's  proposal  versus 
expanding  the  capabi I ity  of  local  companies  or  some 
other  options?  Assuming  that  IBM's  proposal  may  have 
been  rejected  because  of  fai lure  to  meet  objective 
criteria  but  that  the  final  proposal  was  accepted 
because  it  was  substantially  different,  were  there  in 
fact  substantial  differences  in  both  proposals?  The 
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answers  to  these  questions  form  the  subject  matter  for 
chapter  four . 

The  or gan i zat i ona I  process  model,  the  topic  for 
chapter  five,  assumes  that  organizations  act  in  a 
routine  manner  to  solve  problems  according  to 
established  standard  operating  procedures;  that  they  are 
not  monolithic  actors  but  share  fractionated  power  with 
other  organizations  who  contribute  their  resources  to 
the  problem  solution;  that  they  often  exhibit 
propensities  concerning  parochial  priorities, 
perceptions  and  Issues.  Questions  that  arise  here 
include:  With  which  organization  did  responsibility  for 
the  IBM  decision  rest?  Was  there  an  established 
procedure  by  which  the  IBM  proposal  could  be  judged?  To 
what  extent  did  the  primary  organization  share 
responsibility  with  other  organizations?  In  what 
areas?  Did  any  of  these  organizations  have  an 
organizational  "vested  interest"  in  supporting  the  IBM 
proposal?  In  opposing  it? 

Finally,  Allison's  governmenta I /bureaucrat ic 
pel itics  model  assumes  that  actors  are  individuals  in  a 
position  to  have  a  say  about  a  given  outcome,  have  their 
own  parochial  priorities,  perceptions  and  issues  as  well 


as  personal  interests,  stakes  and  power  capab  i  l  i t i es , 
judge  an  issue  not  only  on  its  own  merits  but  on  the 
potential  impact  to  their  own  interests,  uti l i  ze 
estab I ished  action-channels  where  the  appropriate  action 
is  ultimately  to  convince  other  players  that  their 
preferred  position  is  the  desired  outcome.  If  we 
include  actors  outside  the  bureaucracy,  this  approach 
resembles  an  interest  group  approach.  In  our  approach 
we  do  include  actors  outside  the  bureaucracy  and  refer 
to  this  model  as  the  "politicking"  model.  Appropriate 
questions  to  raise  include  those  raised  for  the 
organizational  process  model  plus  the  following:  What 
are  the  expressed  preferences  of  the  major  actors 
involved?  Are  there  positions  on  which  they  stand 
firm?  Where  are  they  willing  to  compromise?  How  are 
their  preferences  communicated  to  other  players?  These 
questions  form  the  basis  for  the  discussion  in  chapter 
six. 
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further  weight  than  the  others  in  satisfactorily 
explaining  the  decision-making  process  involved  in  the 
IBM  case,  l  be l i eve  that  a  model  that  integrates  them 
may  offer  the  most  comprehensive  explanation.  In  the 
concluding  analysis,  such  a  synthesis  is  attempted  in 
chapter  seven. 

This  study  does  not  purport  to  predict  what 
patterns  of  power  and  influence  pertain  for  a  I  l  po I  icy 
areas  within  the  Mexican  political  system.  it  does 
examine  one  case  that  pertains  to  the  industrial  policy 
area.  If  the  patterns  of  power  and  influence  are 
discovered  to  be  non-authoritarian,  then  the  argument 
that  the  dec  I son-mak i ng  process  can  be  predicted  by  the 
regime  structure  is  weakened.  Conversely,  the  argument 
that  the  decision-making  process  and  the  patterns  of 
distribution  of  power  and  influence  will  vary  by  policy 
area  is  strengthened.  The  final  chapter  reviews  the 
findings  with  regard  to  this  central  question  and  also 
raises  the  impl ications  these  findings  may  have  for 
better  understanding  the  nature  of  the  Mexican  po l  i  t  i  ca l 
system,  the  nature  of  the  decision-making  process 
itself,  the  role  that  technocrats  and  the  economic  elite 
play  in  industrial  policy,  and  the  role  of  multinational 
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of  Joseph  A.  Schumpeter,  Capital  Ism,  Soc I  a  I  Ism  and 
Democracy ,  2d  ed .  (New  York:  Harper  and  Brothers, 
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by  mentality  instead  of  I deo I og I zat 1  on ) .  For  a  more  in 
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dominant  political  party,  the  PRI  ( Partldo 
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Verba,  The  Civic  Culture  (Boston:  Little  Brown  and 
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eligible  to  be  Included  along  with  the  U.S.,  Great 
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Pol  1 1 1 ca I  Deve I opment  (Princeton,  N.J.:  Princeton 
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Interpretations  would  lead  one  to  expect.  Hence,  he 
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See  Graham  T.  Allison  and  Morton  H.  Halperln, 
“Bureaucrat i c  Politics:  A  Paradigm  and  Some  Policy 
implications,"  in  Theory  and  Practice  In  International 
Relations  eds.  Raymond  Tantner  and  Richard  N.  Ullman 
(Princeton:  Princeton  University  Press,  1972),  pp. 
40-79. 

29.  For  a  further  elaboration  of  the  model,  see 
Purcell,  “Decision-Making  In  an  Authoritarian  Regime," 
pp.  30-37. 

30.  Some  authors  have  objected  to  the  use  of  the  label 
"rational"  for  the  first  model  arguing  that  It  might 
Imply  that  other  approaches  would  therefore  be  less  than 
rational  or  normative  I y  condemned.  Hence  they  refer  to 
this  as  the  "analytic"  model.  See,  for  example, 
Dzledzic,,  “Decision-Making  In  a  Hegemonic  Regime;"  J.D. 
Stelnbruner,  The  Cybernetic  Theory  of  Decision:  New 
Dimensions  of  Political  Analysis  (Princeton:  Princetlon 
University  Press,  1974),  p.  27  and  B.C.  Cohen  and  S.A. 
Harris,  "Foreign  Policy,"  Handbook  of  Political  Science 
vo l .  6  eds.  Fred  I.  Greensteln  and  and  Nelson  W. 
Polsby,  (Reading,  Mass.:  Add  I son-Wes I ey  Publishing 
Company,  1975),  pp.  381-437.  Nevertheless,  I  find  the 
"rational  actor"  designation  useful  1)  because  It  has 
been  widely  accepted  and  2)  because  to  me  It  Implies  no 
more  than  that  a  decision  Is  made  based  on  a  search  for 
and  evaluation  of  the  consequences  of  various 
alternatives  In  relation  to  stated  goals. 

31.  For  a  formulation  and  critique  of  this  model  In 
economics,  see  Herbert  A.  Simon,  "Theories  of 
Decision-Making  in  Economics  and  Behavioral  Science," 
The  American  Economic  Review,  49,  2  (June  1959)  pp. 
253-283.  For  its  formulation  In  decision  and  game 
theory,  see  John  Neumann  &  Oskar  Morganstern,  Theory  of 
Games  and  Economic  Behavior  (Princeton.-  Princeton 
University  Press,  1944). 

32.  see  Allison,  The  Essence  of  Decision,  p.  38. 

33 .  Ibid.,  p .  67 . 

34.  Ibid.  For  a  more  detailed  exposition  on  the 
organizational  approach,  see  James  March  and  Herbert  A. 
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144.  The 


mechanism  of  arriving  at  a  decision  via  bargaining  and 
the  process  of  mudd I  I ng  through  Is  one  that  A I  I  Ison 
borrows  from  Lindblom.  He  cites  the  following  works  of 
Llndblom  as  contributing  to  this  model:  "Bargaining?  The 
Hidden  Hand  in  Government,"  RM-I434-RC,  Rand 
Corporation,  February  22,  1955;  "The  Science  of 
'Muddling  Through,'"  Public  Administration  Review  19 
(Spring  1959)  pp .  79-88;  and  The  I nte I  I  I gence  of 
Democracy  (New  York:  The  Free  Press,  1965).  See 
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"Who  Rules  Mexico?  A  Critique  of  Some  Current  Views  on 
the  Mexican  Political  System,"  Jour na l  of  Politics,  31, 
4,  pp.  1011-1034.  But,  they  could  Just  as  easily  be 
taken  from  Dahl's  regime  types,  In  which  case  the  labels 
would  be,  from  top  to  bottom:  exclusive  hegemonic, 
Inclusive  hegemonic,  competitive  oligarchies,  and 
polyarchies.  See  Robert  A.  Dahl,  Po I yarchy ,  pp.  4-9. 
As  Dahl  Indicates,  however,  these  are  extremes  and  most 
political  systems  would  fit  somewhere  in  the  middle. 
Additionally,  he  allows  for  movement  from  one  type  to 
another . 

48.  Hayes,  In  his  supply-demand  pattern  of  decision 
Inputs,  Identifies  the  presence  or  absence  of  conflict 
(or  opposition  to  a  particular  policy)  as  a  crucial 
factor  in  determining  how  a  particular  demand  would  be 
met  within  the  legislative  process.  See  Hayes,  "The 
Sem I -Sovere I gn  Pressure  Groups,"  p.  142.  Hence,  by 
allowing  for  opposition  or  consensus,  Hayes  multiplies 
Lowl's  categories  of  policy  areas  by  two.  Hayes'  model 
Is  a  dynamic  model  in  that  he  explicitly  allows  for 
Issue  movement  among  the  six  policy  areas.  Hence,  In  a 
scenario  where  there  Is  opposition  on  a  particular 
Issue,  resolution  could  move  from  a  policy  area  of 
non-decision  to  one  of  regulation  and,  finally,  to  one 
where  a  redistribution  of  resources  settles  the  issue 
(pp.  156-159).  Initially,  an  Issue  that  Is  new  forcing  a 
conflict  In  goals  will  receive  the  attention  of  the 
rational  actor(s)  In  an  attempt  to  reduce  the 
uncertainty  of  embarking  in  a  new  direction.  When 
criteria  are  developed  to  fit  the  new  situation,  a  basis 
for  Implementation  at  the  organizational  level  will 


exist.  If  upon  an  occasion  for  Implementation,  the  new 
criteria  meet  with  rejection  on  the  part  of 
organizational  decision-makers,  the  demand  (proposal)  Is 
either  resolved  through  a  process  of  bargaining  and 
compromise  that  involves  the  politicking  model  or  a 
solution  Is  imposed  In  an  authoritarian  manner  from 
above.  Hence,  I  hypothesize  that,  In  the  absence  of 
goal  or  organizational  conflict,  a  demand  will  be 
handled  at  the  organizational  level.  Table  2  Indicates 
these  relationships. 


49.  It  should  be  noted  that  the  same  actors  often 
Interact  at  different  levels  In  different  roles. 
Organizational  actors  may  attempt  to  Influence  policy  at 
the  rational  level  while  trying  to  Impose  their  own 
goals  on  their  organizations  and  attempting  to  gather 


support  from  interest  groups  at  the  politicking  level. 
Likewise,  Interest  groups  can  try  to  make  their 
Interests  felt  at  both  the  policy  and  organizational 
levels  and  may  Involve  the  "actors  who  sit  atop 
organizations"  in  doing  so.  Note  also  that 

implementation  In  this  scheme  Is  not  strictly  separate 
from  formulation  but  that  there  may  be  Interaction 
between  the  two  processes  as  the  attempt  to  Implement  a 
plan  for  action  may  meet  with  resistance  and  the 
subsequent  need  for  reformulation  at  the  policy  level, 
in  effect,  the  process  may  involve  a  "muddling  through" 
as  suggested  by  Lindblom.  See  Llndblom,  "The  Science  of 
'Muddling  Through,'"  pp.  79-88. 

50.  Purcell,  "Decision-Making  In  an  Author  I  tar i an 

Reg ime , “  pp .  30-37 . 

51.  See  Allision,  "Conceptual  Models  and  the  Cuban 
Missile  Crisis,"  pp.  689-718. 

52.  Ibid,  pp.  702-703. 

53.  This  corresponds  to  Allison's  original 
governmental  politics  model  but  expanded  to  Include 
leaders  of  Interest  groups  as  actors  that  act  through 
the  leaders  atop  governmental  organizations. 

54.  See  Allison,  “Conceptual  Models  and  the  Cuban 

Missile  Crisis,"  p .  711. 

55.  See  note  28. 

56.  For  the  appropr I ateness  of  the  case  study  approach 
as  an  empirical  basis  for  evaluating  the  validity  of 
interpretative  schemes  or  theoretical  models,  see  Low  1 , 
"American  Business,"  p.  688. 

57.  See  Harry  Eckstein,  "Case  Study  and  Theory  in 

Political  Science,"  In  Handbook  of  Political  Science, 
Vo l .  7:  Strategies  of  Inquiry  eds.  by  Fred  I  . 
Greensteln  and  Nelson  W.  Po I sby  (Reading,  Mass.: 
Add  I son-Wes I ey  Publishing  Co.,  1975,  pp .  79-137. 

Briefly,  Eckstein  character  I zes  a 

d I  sc  I p I  I ned-conf I gurat I ve  study  as  a  case  study  which 
"contains  exhaustive  descriptions  of  a  phenomenon  and 
the  context  In  which  It  occurs  but  which  Instead  of 
simply  allowing  the  facts  to  speak  for  themselves,  seeks 
to  Interpret  them  according  to  theory  or,  at  least,  a 


framework  of  inquiry  where  theory  has  not  yet  developed" 
(pp.  96-99).  A  heuristic  case  study,  on  the  other  hand. 
Is  one  “deliberately  used  to  stimulate  the  Imagination 
toward  discerning  Important  general  problems  and 
possible  theoretical  solutions"  (p.  104). 


CHAPTER  2 


THE  POLITICAL  ECONOMY  OF  THE  IBM  CASE 

The  Mexican  decision  to  permit  IBM  to  manufacture 
microcomputers  in  Mexico  with  100  percent  foreign  equity 
has  three  important  phases:  1)  the  proposal  and  debate 
phase,  2)  the  rejection  and  renegotiation  phase,  and  3) 
the  final  approval  and  implementation  phase. [1]  Before 
reviewing  these,  however,  it  is  necessary  to  set  the 
stage  in  order  to  understand  the  context  in  which  the 
decision-making  process  Involving  IBM  evolved.  This 


r equ i res 

that 

we 

d  1  scuss 

briefly 

the  governmental 

apparatus 

of 

the 

Mex i can 

po 1 i t i ca 

1  system  and  the 

Mexican  economic  development  model.  In  addition,  to 
properly  set  the  stage  for  examining  the  IBM  case,  we 
wi  I  I  introduce  the  bureaucratic  organization  principal  ly 
involved  with  the  IBM  decision  and  the  principal  actors 
-  governmental  and  non-governmental  -  attempting  to 
influence  the  decision  in  one  manner  or  another. [2] 

It  is  necessary  to  introduce  these  factors  here  for 
a  variety  of  reasons.  First,  it  is  important  to 
understand  the  nature  of  the  Mexican  po I itical  system 


for  two  reasons:  1)  to  understand  how  such  a  system 


normally  arrives  at  a  decision  and  2)  to  understand  how 
a  pressure  or  interest  group  would  or  could  operate 
under  such  a  system  to  influence  a  decision.  Second,  it 
is  important  to  understand  the  economic  development 
model  Pecause  it  sets  the  constraints  within  which 
general  economic  po I  icy  wi  I  I  develop.  Third,  it  is 
important  to  focus  on  the  organization  of  the  Ministry 
of  Commerce  and  industrial  Development  ( Secretaria  de 
Comercio  y  Fomento  Industrial,  SECOF I )  as  the  central 
bureaucratic  organ  relevant  to  this  case  in  order  to 
understand  the  basts  for  the  organizational  conflict 
that  arose.  Finally,  It  is  important  to  identify  who 
the  actors  are  in  order  to  understand  the  types  and 
sources  of  influence  that  entered  into  the  formulation 
of  policy  and  the  implementation  of  that  policy  with 
respect  to  the  IBM  decision. 


The  Mexican  Governmental  Apparatus  - 


the  Decision-Making  Framework 


The  Mexican  po  I  itical  system  is  neither  democratic 
nor  totalitarian.  It  is,  as  are  many  countries  in  the 
Third  World,  including  Latin  America,  best  typified  as 
author i tar i an .  This  general  classification  merely 


indicates  that  Mexico,  to  a  greater  or  lesser  degree, 
shares  the  character i st i cs  of  all  modern  author i tar i an 
regimes:  patrimonial  leadership,  limited  pluralism,  low 
mobilization  and  limited  I deo I og i zat i on . [ 3 ]  Within  this 
general  classification,  there  are  great  differences 
among  aut hor i tar i an  regimes  with  respect  to  each  of  the 
variables  mentioned.  It  is  these  differences  in  degree 
that  differentiate  one  authoritarian  regime  from 
another.  Although  specifying  how  Mexico  differs  from 
other  authoritarian  regimes  will  be  of  interest  later, 
for  the  moment  the  concern  is  with  the  structure  of 
power  that  operates  within  this  general  authoritarian 
f  r  amewor  k . [ 4 ] 

The  structures  of  importance  for  our  purpose  - 
analyzing  decision-making  in  the  Mexican  political 
system  -  are  the  presidency,  the  bureaucracy,  and  the 
l eg i s i atur e  .  [ 5 ]  The  Mexican  presidency  is  the  most 
powerful  office  in  the  Mexican  presidential  system.  The 
president  is  the  "focus  of  power,  the  arbiter  between 
power  contenders  and  the  guardian  of  the  principles  of 
the  Revo  I ut ion . " [6]  As  the  focus  of  power,  the  President 
is  a  strong  executive  who  "controls  the  Congress,  the 
Governors,  the  courts,  and  the  media. "[7]  The  President 


plays  a  major  role  in  the  selection  of  candidates  for 
elective  office  -  governors,  senators,  and  federal 
deputies  -  and  has  the  power  to  select  and  remove 
members  of  the  j ud  i  c  i  ary . [ 8  ]  This  tends  to  cement 
loyalty  toward  the  President  and  his  policies  and  he  can 
count  on  the  PR  I  members  of  Congress  to  support  his 
legislative  i n i t i at i ves  .  [ 9 ]  As  for  the  media,  while  the 
degree  of  control  varies  with  the  medium  and  the 
administration  in  question,  Daniel  Levy  and  Gabriel 
Szekeiy  note  two  factors  permitting  government  control 
over  the  printed  media:  1)  the  government's  monopoly  on 
newsprint  through  P I  PSA  (Producers  and  Importers  of 
Paper)  in  which  the  government  holds  majority  stock  and 
2)  government  advertising  revenues  on  which  Mexican 
papers  heavily  depend. [10]  Besides  these  controls  over 
the  media,  over  selection  to  office,  and  over  the 
execution  of  policy,  the  President  also  exercises 
control  over  the  budget  -  for  the  states  and  local i t i es 
as  well  as  for  the  national  admin i strat ion . [ 1 1 ]  This 
central  financial  control  makes  the  state  and  local 
governments  dependent  on  revenues  and  budget  priorities 
of  the  central  government.  In  summing  up  these  powers 
of  the  Mexican  president,  John  Sloan  refers  to  him  as  "a 
dictator  for  his  six-year  term  who  can  command  almost 


anything  he  wants  except  his  re-e I ect i on . " [ 1 2 ] 


Wh i ie  the  Mexican  President  can  do  any  one  thing  he 
wants,  the  reference  to  "dictator"  overstates  the  case 
in  that  there  are  also  some  things  he  must  do.  He  must 
maintain  (or  restore)  the  viability  and  vitality  of  the 
economic  system  and  demonstrate  adequate  responsiveness 
to  the  different  segments  of  the  social  system 
peasants,  urban  labor,  middle  class  professionals  and 
the  private  sector  -  in  order  to  ensure  the  stabi  I  ity  of 
the  political  system.  To  do  this,  he  acts  as  the  real 
power  broker  between  factions  in  those  cases  where  there 
is  disagreement  among  his  top  bureaucrats  over  how  his 
po i icy  objectives  are  best  to  be  achieved  or  in  those 
cases  where  different  Interest  groups  are  competing  for 
the  same  limited  resources.  As  Kenneth  Johnson  puts  it: 

As  a  nerve  center,  the  president  must 
moderate  conflict  and  dispense  a  maximum  of 
"streams  of  satisfaction"  in  the  hope  of 
balancing  competing  interests  so  that  the 
revolutionary  coal  ition  wi  I  I  not  fal  I 
apa  r  t . [ 1 3 ] 

Wh i le  he  may  be  open  to  influence  from  various  segments 
of  society,  because  he  is  the  final  arbiter  he  can 
decide  an  issue  in  ways  that  advance  his  own  po I  icy 
agenda.  In  doing  so,  he  will  often  justify  his 
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decisions  with  reference  to  some  principle  of  the 
revolution  -  Mexican  I sm,  social  justice,  economic 
growth,  public  and  private  ownership,  defense  of  labor 
r  i  ghts ,  etc .[14] 


Whatever  po I  icy  agenda  the  President  brings  to  or 
develops  in  office,  the  fact  that  he  cannot  implement 
these  po l icles  on  his  own,  brings  into  play  the  role  of 
the  bureaucracy,  the  second  most  important  structure  of 
power  within  the  Mexican  political  system.  The  function 
of  the  bureaucracy,  however,  includes  not  only  the 
implementation  of  policy  approved  by  the  president,  but 
also  the  formulation  of  policy  options  in  those  areas 
where  the  President  has  not  fully  developed  his  policy 
objectives.  To  the  extent  that  size  is  a  measure  of 
importance,  the  relative  importance  of  the  Mexican 
bureaucracy  exceeds  that  of  the  bureaucracy  in  the 
United  States.  Whereas  the  1975-1976  U.S.  Government 


Manua 


sted  17  executive  offices,  boards,  and 


councils,  11  departments,  59  agencies,  6  quas i -of f i c i a  I 
agencies,  and  64  other  boards,  committees  and 
commisions,  the  Mexican  federal  bureaucracy  consisted  at 
the  time  of  18  regular  ministries  and  departments,  123 


51 


official  commissions  and  160  development  trusts. [15]  On 
the  importance  of  the  bureaucracy  In  the  minds  of  Latin 
American  policymakers  in  general,  Sloan  argues  that  most 
of  them  be  I  I  eve  that  “bureaucracy  should  be  stressed 
over  social  mobilization  in  order  to  promote  an  orderly 
process  of  moder n i zat i on . “ [ 1 6 ] 

Sloan  finds  two  reasons  for  the  stress  on 
bureaucratic  development  by  Latin  American  political 
el  i tes : 

1.  a  low  estimate  of  their  citizens'  ability  o  know 
what  is  best  for  them  and  a  high  estimate  or  their 
own  capacity  to  decide  what  is  best  for  the 
nat ion; 

2.  their  critical  view  of  the  domestic 
bour geo i s i e . [ 1 7] 

in  the  attempt  to  accelerate  economic  development,  "the 
state  has  tried  to  perform  the  role  of  economic  advisor, 
regulator,  planner,  and  major  entrepreneur  in  the 
process  of  deve l opment . " [ 1 8 3  This  has  certainly  been  the 
case  with  Mexico.  The  need  to  staff  these  new  roles  is 
at  least  one  significant  reason  for  the  growth  of  the 
Mexican  bureaucracy  and  the  importance  of  the  state  in 
the  Mexican  economy. 

In  the  sense  that  “the  state"  or,  more  properly, 
state  managers  are  members  of  the  bureaucracy,  it  is 


important  to  examine  the  nature  and  function  of 
bureaucrats  within  the  Mexican  political  system.  Much 
has  been  made  of  the  rise  of  technocracy  in  the  Mexican 
setting  and  the  question  arises  as  to  whether 
technocrats  have  taken  over  the  bureaucracy  and,  if  so, 
whether  this  implies  a  rationalization  of  the  policy 
process,  i.e.,  the  furtherance  of  "state  interests"  by 
technocrats  to  the  exclusion  of  individual  sectorial 
interests  presumably  protected  by  politicos.  The 
suggestion  implies  a  distinction  between  technocrats 
( tecnicos  or  tecnocratas)  and  politicos  or  old-style 
politicians.  At  this  point  a  few  definitions  are  in 
order.  A  technocrat  is  a  government  official  with  the 
following  characteristics: 

The  char acter I st I cs  generally  attributed 
to  the  tecni co  are  that  he  has  special i zed 
knowledge;  he  is  recruited  and  advanced  in  his 
career  through  universal  istic  criteria  of 
evaluation;  he  Is  apolitical  and  considers 
himself  to  be  above  politics;  he  makes 
decisions  on  the  basis  of  rationality  and 
efficiency-,  he  often  tends  to  underestimate 
the  need  to  consider  questions  of  human 
relations  and  politics  in  his  work ;  and  he  is 
increasingly  influential  in  poli cy-mak i ng . [19] 


Since  we  are  contrasting  this  role  with  that  of  the 
political  elite  (politician  -  politico  in  the  Latin 
American  literature),  it  is  appropriate  to  also  provide 


a  description  of  the  character i st i cs  that  define  this 
type  of  government  official: 

The  politico  type  of  bureaucrat,  on  the 
other  hand,  has  a  general  ist  and  humanist 
educational  background;  achieves  a 
bureaucratic  position  by  manipulating 
friendships  and  political  ties;  is  motivated 
preeminently  by  party  affiliation  and  loyalty 
to  political  personages;  makes  decisions  on 
the  basis  of  personal  advantage  and  political 
pay-off;  Is  constantly  involved  in  manuveuring 
human  beings  to  achieve  his  goals  and  is 
gradually  being  superceded  by  the  tecnico  In 
policy-making  patterns . [20] 


Perhaps  the  two  professions  that  best  typify  each 
group  is  that  of  the  lawyer  in  the  case  of  the 
politician  and  that  of  the  economist  in  the  case  of  the 
recn/co.  [21 ]  The  rise  of  the  economist  can  be  attributed 
to  the  expertise  this  specialty  has  to  offer  in 
complementing  the  emphasis  that  developing  countries 
have  placed  on  accelerating  economic  growth  in  their 
efforts  to  catch  up  with  the  developed  countries.  As 
O'Donnel I  points  out,  "ministers  of  economy  are  no 
longer  lawyers,  but  are  professional ly  trained 
economists,  and  their  staffs  are  correspondingly 
changed .  "  [ 22 ] 


The  importance  of  the  technocrat  thus  I ies  with  the 
expertise  that  he  brings  to  bear  to  solve  the  complex 


problems  of  modern  society.  Grimes  and  Simmons  note 


this  phenomenon  with  respect  to  Mexico:  "The  increasing 
complexity  of  the  undertaking  of  the  government  in 
Mexico  appears  to  be  heightening  the  importance  of  the 
expert  and  his  decision-making  role  in  the 
bureaucracy. "[23]  Camp  highlights  the  value  of  this 
technical  expertise  as  provided  by  m i dd I e- l eve  I 
technocrats : 

High-level  political  administrators  need 
information  and  advice  that  can  often  be 
provided  only  by  technical  experts. 
Middle-level  tecnicos  are  not  directly 
involved  in  political  decisions;  rather, 
according  to  a  cabinet  minister,  they  worx 
within  political  limits  already  established 
when  advice  is  requested  of  them,  or  which  are 
assumed  to  be  understood  by  the  tecnico  as 
part  of  his  knowledge  of  ministry 
po I  i c i es . L  24 ] 


Wh i le  this  may  be  the  general  rule  at  the  middle 
level  position,  Grimes  and  Simmons  suggest  that  "if 
po  I  iticai  contro'l  is  relaxed,  the  tecnicos  arrogate  to 
themselves  substantial  decision-making  power. "[25]  The 
higher  the  position  within  the  governmental  bureaucracy 
tecnicos  reach,  the  more  this  can  be  expected  to  be  the 
case.  in  Mexico,  the  presidency  itself  in  the  last 
three  administrations  has  arc  ibly  been  captured  by 


echnocrats . [26] 


A  further  way  of  distinguishing  technocrats  from 
the  "pure"  political  elite  is  to  consider  their 
ideology,  preferences  and  biases.  An  image  of  the 
technocrat  with  regards  to  these  dimensions  is  perhaps 
best  provided  by  O'Donnel  I  : 

Their  training  stresses  a  "technical" 
problem-solving  approach.  Emotional  issues 
are  nonsense;  the  ambiguities  of  bargaining 
and  politics  are  hindrances  to  "rational" 
solutions;  and  conflict  is  by  definition 
"dysfunctional."  Their  underlying  "maps"  of 
social  reality  are  similar.  That  which  is 
"efficient"  is  good,  and  efficient  outcomes 
are  those  that  can  be  straightforwardly 
measured;  the  rest  is  noise  that  a  "rational" 
decision-maker  should  strive  to  eliminate  from 
his  decision  premises.  The  texture  of  social 
reality  is  radically  (in  some  cases,  one  is 
tempted  to  say  "brutally")  simplified.  Such 
simplification  may  not  be  denied,  but  it  is 
seen  as  an  indispensable  requisite  for  being 
able  to  manipulate  reality  in  the  direction  of 
"ef f i c i ency . " [27] 


An  example  of  this  mental  1 1 y  In  action  is  the  case, 
also  recounted  by  O'Donnell,  of  Brazilian  and  Argentine 
"experts"  who  since  the  late  1950s  have  argued  that  the 
market  "must  be  cleared  of  'marginal '  producers  by 
eliminating  all  restrictions  on  those  firms  that  are 
technological  ly  more  advanced,  more  capital-intensive, 
and  financially  more  powerful. "[28]  O'Donnell  attributes 
this  " econom icaily  rational"  outl ook  to  a  model  of 
reasoning  the  modernizing  technocrats  acquired  in  their 
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education  process  abroad  or  through  influence  from 


abroad,  an  outlook  that  technocrats  seek  to  apply  to 


their  society  to  rationalize  it  according  to  a 


preconceived  pared i gm . [29]  Insofar  as  technocrats  would 


impose  their  view  of  the  world,  Apter  ascribes  to  them  a 


certain  author i tar i an  bias: 


...even  if  the  scientists  represent  a 
steady  force  in  form  of  a  reconci I latlon 
system,  they  wi  I  I  not  necessar i  ly  be  a  force 
for  democratic  government  as  we  know  it. 
Quite  the  contrary,  the  libertarian  values  of 
most  of  the  scientific  technicians  fall  far 
short  of  a  belief  in  representative 
institutions,  if  only  because  that  form  would 
make  them  subject  to  mercies  of  an  uninformed 
electorate  and  its  political 
representati ves . [30] 


in  the  Mexican  case,  as  we  sha l I  see,  the 


distinctions  drawn  above  are  not  so  clear  cut. 


Technocrats  on  both  sides  of  the  IBM  decision  behaved  in 


a  fashion  that  can  be  considered  far  from  apol  i t i ca  I  and 


politicians  (by  and  large  technocrats  at  the  top  levels 


of  the  bureaucracy)  took  economically  rational 


considerations  into  their  decision-making.  As  Grimes 


and  Simmons  suggest,  a  combination  of  both  roles 


teen i co-po ! i  t i co  -  is  probably  a  more  accurate 


description  of  the  actions  of  technocrats  in  the 


bureaucracy  when  matters  of  po I itical  controversy 


emerge.  Such  a  position  is  defended  by  Grindle  in  her 
treatment  of  the  subject. [31] 

The  third  structural  feature  in  the  Mexican 
po l i t i ca I  system  of  interest  to  us  in  the  exercise  of 
power  and  influence  on  the  IBM  decision  is  the 
legislature.  Mexico  has  a  bicameral  legislature  -  a 
Chamber  of  Deputies  and  a  Senate.  The  Chamber  of 
Deputies  constitutes  the  lower  house  and  consists  of 
four  hundred  deputies,  three  hundred  of  whom  are 
directly  elected  and  one  hundred  of  whom  are  apportioned 
among  the  parties  competing  with  the  Institutional 
Revolutionary  Party  (PRI).[32]  The  Senate  consists  of 
sixty-four  senators,  two  from  each  of  the  thirty-one 
states  and  the  Federal  District. 

The  deputies  of  the  Chamber  serve  a  three-year  term 
and  the  senators  serve  a  six-year  term,  the  latter 
coterminous  with  the  President  of  the  Repub  I  i c . [ 33 ] 
Neither  can  immediately  succeed  themselves.  The 
legislature  in  which  the  IBM  case  was  debated  was  the 
Fifty-Second  Legislature  [1982  -  1985]. 

Both  the  Chamber  and  the  Senate  have  commissions  or 
committees  that  general ly  correspond  to  the  ministries 


of  the  federal  government  as  well  as  some  special 
commissions  that  serve  as  points  of  contact  for 
consultation  on  matters  of  legislation  initiated  in  the 
execut i ve . [ 34 ]  The  Commission  of  Patrimony  and 
Industrial  Development  and  the  Commission  of  Commerce  in 
the  Chamber  as  well  as  the  Informatics  Commission  in  the 
Senate  would  be  points  of  contact  with  the 
administration  on  such  matters  as  the  IBM  proposal,  for 
examp  I e . [ 35 ] 

in  general  terms,  the  functions  of  the  legislature 
are  outlined  by  Rodolfo  de  la  Garza.  They  include 
law-making  (although  to  a  minimal  extent),  elite 
recruitment,  communication  between  the  decisionmakers  in 
government  and  the  public  during  and  after  campaigning 
and  as  a  result  of  c I i ent- i n i t i ated  contact,  and  the 
function  of  legitimating  the  system  by  establishing  a 
congruent  relationship  between  the  political  culture  of 
the  el i te  and  the  way  the  government  gains  office,  holds 
office  and  makes  policy. [36] 

Through  its  deputies,  the  PR  I  is  able  to  control 
tnese  functions  within  the  Mexican  po I  it  i  c  a  I  system. 
The  PR  I  holds  75  percent  of  the  membership  within  the 
Chamber  and  100  percent  within  the  Senate. [37]  Whereas 


the  law-making  function  of  the  PRI  within  the 
legislature  is  essential ly  passive  (95  percent  or 
si ightly  less  of  al I  proposals  the  President  sends  to 
the  Chamber  are  habitually  approved )[ 38 ] ,  other 
functions  are  more  important.  The  communication 
function  serves  as  a  sounding  board  for  the  opinions  of 
opposing  parties.  The  apportionment  of  seats  among 
opposing  parties  lends  legitimacy  to  the  system  In  that 
it  provides  a  "democratic  or  representat l ve  veneer  to  an 
authoritarian  system ."[ 39 ]  In  contrast,  the  PR l  seats  in 
the  Chamber  serve  as  a  "source  of  patronage,  a  means  of 
rewarding  loyal  service  to  the  reg ime , " [40]  thus 
enforcing  party  discipline  and,  consequently,  system 
stabi I ity,  which  flows  from  the  knowledge  that  in  a 
system  of  elite  rotation,  everyone  will  get  his  turn  in 
the  system. [41] 

It  is  for  the  latter  reason  that  PRI  candidates  can 
be  expected  to  support  the  executive's  po I i c i es  that  are 
brought  up  in  the  Chamber  for  either  debate  or 
legislation. 


Economic  Deve I ODment  -  Industrial  Policy 


Having  set  the  stage  for  the  exercise  of  power  and 


influence  in  the  governmental  apparatus  of  the 
presidency,  the  bureacracy  and  the  legislature,  it  is 
incumbent  at  this  point  to  move  to  a  discussion  of 
economic  development  po I  icy  in  the  process  of  setting 
the  po I  icy  context  for  the  IBM  decision. 

The  question  of  economic  development  policy  within 
a  political  decision-making  framework  arises  out  of 
concern  over  how  to  gain  control  of  the  development 
process,  what  strategies  to  promulgate  in  fostering 
development,  how  to  finance  it,  how  to  Integrate  foreign 
capital  into  the  development  process  and,  finally,  how 
to  integrate  national  development  Into  the  world 
economy. [42]  This  section  will  briefly  sketch  Mexico's 
approaches  to  these  questions  since  the  1940s  with 
particular  emphasis  cn  industrial  policy,  foreign 
investment  policy,  and  the  role  of  multinational 
cor por at i ons .  The  purpose  of  considering  these  elements 
is  to  understand  the  role  of  the  state  in  formulating 
and  implementing  the  decisions  that  have  shaped  Mexico's 
current  mixed  economy. 

Raymond  Vernon,  in  examining  the  respective  roles 
of  the  pub  I  ic  and  private  sectors  of  the  economy,  raises 
the  question  as  to  who  should  be  responsible  for 


development  (understood  as  economic  growth). [43]  He 
notes  that  after  two  decades  of  rapid  growth  that 
fol lowed  Mexico's  involvment  in  the  war  economy  of  the 
early  40s,  the  government  gained  control  of  economic 
development  -  not  in  terms  of  its  share  of  the  gross 
national  product  (GNP)  but  in  terms  of  Its  control  of 
three  scarce  resources  which  were  a  key  to  Mexican 
growth:  credits,  imports,  and  public  f ac i 1 i t i es . [44 ]  The 
objectives  of  the  government's  Intervention  (which  had 
become  apparent  by  the  early  60s)  were  the  following: 

1.  to  stimulate  the  domestic  production  of  consumer 
goods ; 

2.  to  force  Mexican  producers  toward  greater  use  of 
Mexican  materials  and  machinery; 

3.  to  conserve  scarce  foreign  exchange; 

4.  to  increase  government  revenues  from  customs 
duties; 

5.  to  raise  prices  on  some  products  and  lower  them  on 
others  in  order  to  force  an  internal 
redistribution  of  income; 

6.  to  discourage  foreign  investors  and  encourage 
domestic  ones. [45] 


During  the  period  of  the  1960s  and  70s,  the  role  of 
the  government  increased  to  include  not  only 
i n f r as t r uctur e  but  several  other  factors  in  the  Mexican 
economy.  The  entrepreneur i a  I  role  of  the  government  in 
the  economy,  which  can  be  traced  to  the  nationalization 
o f  some  railroads  under  Yves  L imantour [46] ,  the  finance 
minister  of  Porfirio  Diaz  [1876-1919],  took  a  qiant  step 
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three  decades  into  a  program  of  Mex i can i zat i on . [ 48 3  The 
process  of  government  intervention  in  the  economy, 
however,  took  a  dramatic  turn  with  the  prol iferation  of 
state  enterprises  under  the  presidencies  of  Luis 
Echeverr la  Alvarez  [1970-1976]  and  Jose  Lopez  Portillo 
[1976-1982].  While  previous  presidents  since  Cardenas 
had  on  the  average  created  25  major  public  enterprises 
during  their  terms  in  office,  Echeverr ia  created  108 
during  his  term  and  by  the  end  of  Lopez  Portillo's  term 
there  were  849  public  enterprises,  Including  financial 
trusts,  of  which  106  were  being  I i qu i dated . [ 49 ]  This 
process  which  culminated  at  the  end  of  the  Lopez 
Portillo  administration  with  the  nationalization  of  the 
banks, [50]  in  effect  had  made  of  the  state  "the  major 
banker  and  entrepreneur  in  the  economy ."[ 5 1 ] 

The  overal I  strategy  that  the  government  adopted  in 
promoting  economic  development  was  one  of  import 
substitution  industrialization  (ISI).  Bennett  and  Sharpe 
divide  the  strategy  into  four  periods:  1)  "natural 
protection"  [1940-1945],  2)  i n f a n t - i ndus t r y 
pr otect i on i sm  [1946-1950],  3)  stagnation  of  ISI 
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[1950-1958],  and  4)  extension  of  ISI  to  consumer 


durables  and  producer  goods  [ 1 958- 1 970 ] . [ 52 ]  This  last 


stage  continued  through  the  seventies.  Although  some 


expressed  the  need  for  proceeding  into  a  stage  of 


industrialization  via  export  subst i tut i on , [ 53 ]  the  Lopez 


Portillo  administration  [1976-1982]  abandoned  such 


considerations  with  the  discovery  of  oil[54]  and  It  fe 


to  the  de  la  Madrid  administration  to  serioulsy  confront 


the  issue  of  export  promotion  as  a  necessary  adjustment 


to  economic  policy  in  light  of  the  debt  crisis. [55] 


strategy 


nvo l ved 


promot i ng 


ndust r  i  a  I  i zat I  on  via  the  process  of  manufacturing  In 


the  domestic  economy  those  goods  that  were  currently 


being  Imported.  This  was  a  process  that  began  of 


necessity  during  the  depression  when  Mexico's  reduced 


capacity  to  import  resulted  in  domestical ly 


manufacturing  goods  that  were  previously  i mpor ted . [ 56 ] 


The  period  of  "natural  protection"  was  one  in  which 


"war-imposed  restrictions  on  exports  to  Mexico  created  a 


sizeable  market  for  Mexican  manufacturers  in  Mexico  and 


n  the  United  States. "[57]  Neither  of  these  periods 


nvolved  a  deliberate  policy.  Conscious  protectionist 


:f forts  to  support  the  l S l  strategy  began  in  earnest 


grays 


after  the  War. [58]  After  the  war  and  unt i I  the  late 


fifties,  it  was  justified  under  the  infant  industry 
argument  -  the  necessity  of  using  protective  measures 
such  as  tariffs  and  import  licenses  to  shield  a 
f I edg l  i ng  manuf actur Ing  sector  f  rom  the  compet i t i on  of 
imported  goods. [59]  By  the  late  fifties,  no  further 
increase  was  evident  in  the  rate  of  substitution  of 
nondurable  goods. [60]  Likewise,  indicative  of 
stagnation,  the  rate  of  substitution  of  intermediate  and 
capital  goods  (begun  In  the  early  1950s)  had  s I  owed . [ 6 1 ] 
An  emphasis  was  placed  in  moving  Into  the  second  stage 
of  I S I  -  substituting  for  intermediate  goods.  In  the 
period  1958-1969,  "the  participation  of  Imports  in  the 
total  supply  for  this  kind  of  goods  decreased  by  45 
percent ."[ 62 ]  Likewise,  durina  this  period,  in  the  area 
of  capital  goods,  the  ratio  of  imports  to  total  supply 
on  the  basis  of  value  added  had  decreased  28  percent 
from  .69  to  .51. [63]  In  essence,  the  process  of  import 
substitution  had  reached  its  upper  limit  and  adjustments 
were  needed  to  avoid  economic  stagnat l on . [ 64 ]  in  order 
to  continue  to  maintain  rates  of  economic  growth  which 
had  sc  far  been  sustained,  the  policy  choice  was  to  turn 
to  foreign  loans  to  finance  not  only  programs  of 
econom ic  expansion  but  social  programs  as  well.  During 
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the  Echeverria  and  Lopez  Porti  I  lo  years,  the  source  for 
these  funds  came  from  the  readily  available  credits 
which  had  been  accumulated  in  American  and  European 
banks  as  earnings  of  the  oil  exporting  count r i es .[ 65 ]  In 
his  study  on  the  ISI  strategy,  Vi l lareal  concludes  that 
the  policy  was  prolonged  beyond  its  useful  life  and 
resulted  in  "growth  without  deve I opment " [ 66 ]  and  a 
"permanent  and  continuous  d I sequ i I i br i urn  wh i ch  tended  to 
reinforce  dependence  on  foreign  cap i ta I  .  " [ 67  ] 


Mexico's  debt  crisis  of  the  80s  reflects,  In  part, 
its  choice  of  capital  for  financing  its  development 
projects.  But  other  internal  as  well  as  external 
factors  are  involved  as  well. [68]  From  the  standpoint  of 
financing  development,  three  options  are  available: 
public  investment,  private  domestic  investment,  and 
private  foreign  investment. 


The  teen i cos  who  began  to  come  into  prominence  in 
various  ministries  of  government  in  the  early  1950s 
preferred  having  the  public  sector  invest  in  those  areas 
where 
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financial  needs  were  so  large  that  they  exceeded 
the  resources  of  any  private  group 

projects  carried  a  substantial  risk  due  to  the 
novelty  of  the  technological  processes  Involved 
projects  for  welfare  reasons  could  not  pay  out 
f I nanc I  a  I  I y . [69] 


The  advent  of  planning  In  the  finance  ministry,  for 
example,  led  tecnlcos  to  favor  Investments  In  the  public 
sector  since  these  proceeded  from  “reason  and  study" 
versus  those  In  the  private  sector  which  proceeded  by 
“trial  and  error, “[70]  an  orientation  which  lent 
credence  to  the  role  of  the  state  In  a  mixed  economy. 
Although  the  role  of  foreign  investment  was 
recogn I  zed [7 1 ] ,  there  was  a  preference  for  licensing 
agreements  over  direct  Investment  as  a  means  of 
Introducing  foreign  capital  into  Mexico. [72] 


Direct  foreign  Investment,  however,  was  recognized 
as  offering  benefits  in  the  transfer  of  technology, 
particularly  In  the  manufacturing  sector. [73]  Hence,  as 
with  private  domestic  Investment,  subsidies  and  tax 
incentives  were  offered  In  order  to  channel  Investment 
Into  areas  considered  Important  for  industrialization  in 
keeping  with  the  ISI  policy. [74]  Additionally,  and  In 
keeping  with  the  Mex I  can  I zat I  on  policies,  Incentives 
that  were  offered  to  enterprises  that  took  on  Mexican 
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majority  partners  were  refused  to  enterprises  proposing 
entry  under  100%  foreign  equity  arrangements . [75]  Large 
transnational  companies  were  particularly  viewed  with 
suspicion.  Nevertheless,  foreign  investment  was 
encouraged  to  come  to  Mexico  especial ly  in  the  area  of 
manufacturing  to  aid  the  drive  toward 
i ndust r i a  i  i zat i on . [ 76 J  Partly  as  a  result  of  this 
encouragement,  foreign  investment  in  manufacturing 
increased  during  the  1950s  and  60s.  Whereas  in  1950 
foreign  investment  in  manufacturing  constituted  only  26 
percent  of  total  foreign  investment,  the  share  of  total 
foreign  investment  concentrated  in  manufacturing  rose  to 
35,  56,  69  and  74  percent  respectively  in  the  years 
1955,  1960,  1965  and  1970. [77]  As  a  percentage  of  total 
investment  in  the  economy,  however,  foreign  investment 
was  not  as  ominous.  Whereas  foreign  investment 
represented  8.5  percent  of  GNP  in  1961,  this  percentage 
had  decreased  to  7.7  percent  in  1975. [78]  Even  in 
manufacturing  where  foreign  investment  was  concentrated, 
firms  with  majority  foreign  ownership  represented  only 
17  percent  of  total  industrial  product i on .[ 79 ]  This 
concentration  in  a  dynamic  sector,  however,  raised 
concerns  and  the  Mexican  government  (as  we  I  l  as  other 
governments  in  Latin  America)  made  efforts  to  curb  the 


perceived  power  of  multinationals  that  this  involvement 
in  their  economies  r epresented . [ 80]  Of  particular 
i moc  r  t  a  nee  in  t  hs  Mexican  case  were  the  Law  to  Promote 
Mexican  Investment  and  Regulate  Foreign  Investment  of 
1973  (which  required  51  percent  Mexican  ownership  as  a 
general  rule  for  new  foreign  ventures),  the  Law  on  the 
Transfer  of  Technology,  and  the  Law  on  Patents  and 
Trademarks  (whose  intent  was  to  constrain  the  use  of 
patents  and  trademarks  and  to  link  foreign  trademarks 
with  a  Mexican  t r ademar k ) . [ 8 1 ]  Essentially,  through 
these  and  other  laws  and  po I Icles,  the  Mexican 
government  had  found  a  way  to  integrate  multinationals 


into  the  economy  to  serve 


i ndust r i a  l  i zat i on . 


ts  goal  of 


Tne  broader  question  of  how  to  integrate  the 
Mexican  economy  into  the  world  economy,  however,  is  one 
which  began  to  raise  its  head  when  the  exhaustion  of  the 


■**/ 

|£n 


ISI  strategy  compounded  the  financial  crisis  in  whief 
Mexico  found  itself  in  the  early  1980s.  With  the 
exhaustion  of  J  S  l  [82]  ,  a  switch  to  an  export  promotion 
strategy  had  seemed  logical  even  for  the  1970s.  However , 
cctect  'Or  ;  st  p  c  i  i  c  ■  e  s  had  created  conditions  that 
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with  comparable  goods  in  the  world  market. 
Nevertheless,  the  need  to  export  in  order  to  continue  to 
grow  and  to  earn  foreign  exchange  for  debt  service 
requirements  became  imperative.  In  order  for  a  strategy 
of  export  promotion,  and,  in  particular,  for  export 
substitution  (exporting  goods  previously  imported  but 
now  local  ly  manufactured)  to  work,  some  po I  icy 
recommendations  suggested  dismantling  the  protective 
machinery,  devaluing  the  exchange  rate,  providing  tax 
subsidies,  and  other  measures  to  Induce  exports[83]  as 
we l 1  as  the  stabl l ization  of  budget  expenditures  and 
trade  l  i  ber a  I  i zat I  on . [ 84  ]  Most  of  these  policies  were 
adopted  by  the  de  la  Madrid  administration  as  it  sought 
to  integrate  Mexico  into  the  world  economy  and  to  manage 
the  accumulated  debt. [85] 


A  I  I  of  these  factors  that  we  have  been  discussing  - 
the  state's  control  over  economic  development  po l icies, 
the  importance  and  ultimate  I  imitation  of  import 
substitution  industrialization  as  the  principle  strategy 
in  furthering  economic  growth,  the  financing  of 
development  through  a  particular  mix  of  internal  savings 
and  foreign  direct  investment  and  loans,  the  integration 
a  - d  co"trci  of  multinational  enterprises  in  Mexico’s 
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development  goals  and  the  need  to  integrate  Mexico  into 


the  international  economy  -  together  with  the  political 


factors  mentioned  above  played  roles  in  the  politica 


economy  of  the  IBM  decision. 


while  these  are  important  macroeconomic  and 


macropol  itical  factors,  two  micropol  itical  factors  need 


to  be  considered  as  we  I  I  before  proceeding  to  the 


specifics  of  the  IBM  case.  These  micropolitical  factors 


are  the  Ministry  of  Commerce  and  Industrial  Development 


(SECOFl)  and  the  major  political  actors  that 


participated  in  influencing  the  IBM  decision.  A  brief 


overview  of  the  ministry  reveals  the  inherent  difficulty 


n  formulating  a  coherent  policy  that  would  both 


encourage  foreign  investment  in  a  strategic  area  for 


development  such  as  microcomputer  manufacturing  and,  at 


the  same  time,  encourage  local  producers  to  develop 


national  self-sufficiency  in  this  industry. 


Ministry  of  Commerce  and  industrial  Development 


In  tracing  the  history  of  SECOFl,  the  first 


instance  of  a  separate  ministry  combining  the  functions 


of  i naustry  and  commerce  was  a  decree  dated  Apr i l  22, 


>883  which  created  the  Ministry  of  Development 
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Colonization,  Industry  and  Commer ce . [ 86 ]  Several 
r eor gan i zat i ons  fol low,  variously  separating  and 
combining  the  functions  of  commerce  and  industrial 
development  with  each  other  as  well  as  with  other 
ministries  such  as  Treasury  and  the  Department  of 
Labor. [87]  In  1958  SECOF I  was  constituted  as  the 
Ministry  of  Industry  and  Commerce.  In  1976,  this  entity 
lost  its  jurisdiction  over  industry  and  fishing  and 
simply  became  the  Ministry  of  Commerce .[ 88 ]  This 
Ministry  had  as  its  functions 

the  formulation  and  implementation  of 
general  commercial  policy  to  include  the 
study,  planning  and  determination  of  tariffs-, 
restrictions  on  imports  and  exports; 
participation  in  the  formulation  of  general 
criteria  for  stimulating  foreign  trade; 
establishing  pricing  policies;  directing  and 
stimulating  the  mechanisms  of  protection  for 
the  consumer;  coordinating  and  directing  state 
action  with  the  purpose  of  assuring  the  supply 
of  basic  commodities  to  the  population; 
establ  ishing  and  upholding  the  norms  of 
quality  control  and  accurate  weights  and 
measures;  promot i ng  the  development  of  small 
rural  and  urban  businesses  as  we  I  I  as  leading 
the  drive,  in  coordination  with  those  central 
dependencies  and  related  agencies  of  the 
parastatai  sector,  in  the  production  of  goods 
and  services  that  are  considered  fundamental 
for  the  stabilization  of  prices. [89] 


with  the  r eor ga n i z a t i on  of  December  29,  1982  at  the 
advent  of  the  de  la  Madrid  sexen  i  o ,  the  following 
‘unctions  from  the  decommissioned  Ministry  of  Patrimony 


and  Industrial  Development  were  added: 

the  promotion  of  the  national  industrial 
plant;  the  formulation  and  implementation  of 
general  industrial  policy;  the  establishment 
of  industrial  policy  for  various  products  in 
consultation  with  other  dependencies;  the 
regulation  of  industrial  production;  advising 
the  private  sector  in  the  establishment  of  new 
industries  dedicated  to  the  exportation  of 
national  manufactures . [90] 


Other  functions  include 

the  promotion  and  application  of  fiscal 
incentives  established  by  the  Ministry  of 
Treasury  as  necessary  for  the  promotion  of 
industrial  development,  foreign  and  domestic 
trade  and  supply;  responsibility  for  the 
Program  of  Development  of  the  Border  Areas  and 
Free  Zones  of  the  country  which  was  previously 
operated  by  the  Ministry  of  Programming  and 
Budget,  and  the  development  of  Instruments  of 
economic  policy  which,  in  the  matter  of  basic 
products,  were  the  responslbi l I ty  of  the 
Presidency  of  the  Repub  I  i c . [ 9 1 ] 


Aside  from  the  functions  gained,  SECOF I  lost  to  the 
Ministry  of  the  Treasury  jurisdiction  over  tariffs  of 
the  pub  I  ic  sector  and,  to  the  Ministry  of  Planning  and 
Budget  and  the  General  Comptrol  ler  's  office, 
jurisdiction  corresponding  to  norms  over  purchases  and 
real  estate. [92]  Of  note  is  the  fact  that  po I ic ies 


promoting  industrial  development  by  offering  protection 
to  local  industry  would  not  necessarily  be  favorable  to 
commercial  policies  promoting  exports. [93] 


The  general  functions  listed  above  are  assigned  to 


four  subsecretar I ats ,  an  oflclalla  mayor  (an 
administrative  office),  and  an  internal  comptroller. 
The  four  subsecretariats  are  those  of  Foreign  Trade, 
Internal  Trade,  Industrial  Promotion,  and  Foreign 
investments  Regulation  and  Technology  Transfer 
(hereafter,  simply  Foreign  I nvestments) [94]  (for  the 
pertinent  general  directorates  below  this  Intermediate 
managerial  level  for  the  Subsecretar I ats  of  Industrial 
Promotion  and  Foreign  Investments,  see  Figures  1  and  2). 
President  de  la  Madrid  elevated  the  last  subsecretariat 
mentioned  from  what  had  previously  been  the  foreign 
Investments  general  directorate.  In  October  1983,  he 
appointed  Adolfo  Hegew I sch  Fernandez,  then  General 
Director  of  Foreign  Investments  to  head  the  new 
Subsecretariat  with  the  mandate  to  attract  more  foreign 
Investment  In  priority  areas. [95] 

With  the  principal  functions  of  SECOF I  noted  and 
the  relevant  units  In  the  organizational  chart  sketched, 
closer  attention  can  now  be  given  to  the  Individual 
actors  In  the  IBM  decision  and  to  the  Interplay  of  power 
and  influence  patterns  among  them. [96] 
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Figure  2.  Subsecretariat  of  Foreign  Investments  and 
Technology  Transfer  (partial  organizational  chart) 


Principal  Actors 

The  principal  actors  can  be  grouped  into  three  main 
categories:  IBM,  IBM's  competitors,  and  bureaucrats 
pursuing  the  interests  of  the  state.  This  division  does 
not  necessarily  represent  a  mutually  exclusive 
a l ignment.  In  fact,  it  is  in  the  area  of  a  mutual 
coincidence  of  interests  where  bargaining  and  compromise 
are  found.  The  division,  however,  serves  a  useful 
purpose  as  a  point  of  departure.  The  interests  of  other 
actors  that  became  involved  in  the  power-inf luence 
pattern  can  thus  be  identified,  for  purposes  of 


analyzing  the  IBM  decision,  with  one  of  these  three 
categories  of  interests. 


Representing  IBM's  interests  In  Mexico  were  Rodrigo 
Guerra  Botel lo,  President  of  IBM  de  Mexico,  Manuel  Conde 
Palazuelos,  its  General  Director,  and  Alejandro  del 


Toro,  Division  of  Sales.  Representing  the  interests  of 
IBM's  competitors  were  the  directors  of  AMFABI  (Mexican 
Association  of  Manufacturers  of  Informatics  Goods),  an 
association  created  specifically  to  counter  the  IBM 
proposal  and  formed  from  CAN  I ECE  (the  National  Chamber 
of  the  industry  of  Electronics  and  Electrical 
Communications).  The  officers  Included  Alfredo  Amescua, 
President;  Guillermo  Robledo,  Vice  President;  and  Jorge 
Sanchez  Mejorada,  AMFABI 's  principal  organizer  who  had 
served  as  President  of  CONCAM l N  (the  National 
Confederation  of  Industrial  Chambers)  and  CCE  (the 
Coordinating  Council  of  Entr epreneur s )  during  the  period 
of  private  industry's  battles  with  the  po I icies  of  the 
Echeverr i a  administration. 


Representing  the  interests  of  the  state  were,  at 
the  n i ghest  levels.  President  de  la  Madrid  and  the 
members  of  the  National  Foreign  Investment  Commission 
( NF I C ) .  The  Commission  is  composed  of  the  heads  of  the 
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foil ow  ing  ministries:  Interior;  Finance;  Programm i ng  and 
Budget;  Energy,  Mines  and  Parastatals;  Foreign 
Relations;  Labor  and  Social  Provision;  and  Commerce  and 
industrial  Deve I opment . [ 97 ]  in  practice,  r epresentat i ves 
of  these  ministers  at  the  general  directorate  level 
execute  the  business  of  the  commission  in  meetings  which 
are  chaired  by  the  Subsecretary  for  Foreign  Investments, 
who  acts  as  the  Executive  Secretary  of  the 
Comm i ss i on . [ 98 ]  In  our  particular  case  this  was  Adolfo 
Hegew i sch . 


As  the  task  of  preparing  recommendations  on  foreign 
investment  proposals  fell  on  officials  at  the 
intermediate  levels  of  the  bureacracy  (subsecretariats 
and  general  d i r ector ates )  and  the  principal  mandate  for 
making  recommendations  to  the  Commission  fell  to  the 
Ministry  of  Commerce  and  Industrial  Development,  it  is 
appropriate  to  mention  officials  at  this  level  as  well, 
interpreting  the  state's  interests  to  I ie  in  the 
direction  of  continued  protection  for  national 
manufacturers  were  Mauricio  de  Maria  y  Campos, 
Subsecretary  for  industrial  Promotion;  Dr.  Jose  "Pepe" 
warman,  Director  of  the  Electronics  Industry  and 
industrial  Coord i nat i on ;  and  Dr.  Ricardo  Zermeno, 
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Subdirector  of  the  Electronics  Industry.  Interpreting 


the  state's  interests  to  lie  in  the  direction  of  an 
outward- I ook i ng  economic  policy  which  included  the 
encouragement  of  foreign  investment  and  the  promotion  of 
exports  were  Adolfo  Hegewisch  and  his  staff  which 
included  Mario  Espinoza  de  los  Reyes,  General  Director 
for  Foreign  Investment  Study  and  Diffusion;  Jaime 
Alvarez  Soberanis,  General  Director  of  Foreign 
Investment;  and  Guillermo  Funes ,  General  Director  of 
Technology  Transfer. 

Other  actors  were  also  involved  in  attempts  to 
influence  the  IBM  decision.  While  the  U.S.  Department 
of  Commerce  and  the  U.S.  Embassador  to  Mexico,  John 
Gavin,  were  not  in  a  position  to  choose  between  IBM  and 
US  partners  of  Mexican  nationals,  such  as  Apple  and 
Hewlett  Packard  (members  of  AMFAB I ) ,  they  did  advocate 
principles  of  free  trade  and  were  against  any  decree 
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terms  of  national  sovereignty,  those  who  expressed 
support  for  IBM's  position  stressed  the  positive 
consequences  IBM  would  have  in  making  the  Internal 
market  more  competitive  and  in  generating  export 
revenues  in  the  international  market.  The  newspaper 
Excelsior  was  unique  in  that  the  opposing  views 
expressed  by  Edgar  Gonzalez  Martinez  against  IBM  in  the 
"Los  Cap i tales"  column  shared  equal  space  with  the 
pro-IBM  "Portafo li os"  column  of  Jose  Perez  Stuart. 


Another  forum  for  debate  was  provided  by  the 
Chamber  of  Deputies  where  AMFABI  ut I  I  i zed  spokesmen  of 
the  leftist  political  parties  to  express  the  nationalist 
view  against  the  IBM  proposal.  So  what  was  the  debate 
a  I  I  about  ? 


The  IBM  Decision  -  Proposal,  Rejection,  Approva 


On  February  17,  1984,  barely  a  few  months  after  its 
creation,  the  Subsecretariat  for  Foreign  investments 
issued  guidelines  encouraging  foreign  investment  in 
several  priority  areas  for  development.  One  of  these 
was  the  area  of  electronic  equipment  and  devices,  which 
included  computation  equipment,  parts  and  components; 
magnetic  tapes  and  discs  for  computation;  and  household 


e i ect ron i cs . [ 1 00 ]  The  guidelines  pointed  out  that 
major i ty  foreign  investment  would  be  considered  in 
selected  areas.  Key  criteria  to  be  employed  to  evaluate 
prospective  investments  included:  technology  as  a  key 
factor  in  achieving  levels  of  International  competition; 
promotion  of  exports;  activities  needing  large 
investments;  and  import  substitution  that  contributes  to 
the  creation  of  "priority  productive  cha i ns . " [ 1 01 ] 

IBM,  which  had  been  looking  for  an  opportunity  to 
expand  its  production  facilities  over  seas [ 1 02 ] ,  took  the 
opportunity  to  make  a  proposal  to  expand  its  production 
facility  at  El  Salto  on  the  outskirts  of  Guadalajara  in 
order  to  manufacture  microcomputers.  IBM's  strategy  of 
a  I  igning  its  interests  with  those  of  the  Mexican 
government  had  already  been  expressed  by  Rodrigo  Guerra, 
President  of  IBM  de  Mexico,  the  previous  fal I :  "the  most 
important  thing  is  to  produce  exports  and  foreign 
exchange  for  Mex i co . " [ 1 03 ]  Thus  on  March  5,  1984  IBM 
presented  its  proposal  for  Mexico’s  consideration.  In 
recognition  of  the  fact  that  the  Subsecretariat  of 
Industrial  Promotion  would  eventual ly  be  involved  in  the 
decision,  IBM  made  its  proposal  avai  table  to  its 
technocrats  as  we l I  as  to  those  at  the  Subsecretariat  of 


Foreign  Investments  In  the  hope  that  they  would  be  able 
to  decrease  processing  time  by  meeting  any  objections  to 
their  project  early  on. [104]  While  IBM's  initial 
proposal  may  have  been  a  mere  “trial  ba  i  loon, "[105]  the 
basic  elements  of  a  serious  proposal  that  came  to 
represent  IBM's  position  appear  in  the  Appendix,  Exhibit 
1.  The  basic  elements  of  this  proposal  came  to  be  known 
by  Mexico's  competitors  certainly  by  early  summer  of 
1984. [106]  The  first  reports  in  the  press  and  trade 
journals  began  to  appear  during  mid-summer,  1984.  At 
first,  no  specific  data  about  the  IBM  proposal  were 
mentioned.  The  June  30  issue  of  Mex i co  Update ,  a 
pub  I  ication  of  the  American  Chamber  of  Commerce  in 
Mexico,  stated  only  that  "negotiations  between  IBM  de 
Mexico  and  the  Mexican  government  are  reportedly  still 
underway. "[107]  The  article  did  acknowledge  that  IBM's 
entry  into  the  Mexican  microcomputer  field  hinged  on 
IBM's  ab i I i ty  to  retain  100  percent  owner sh i p .[ 1 08 ]  The 
issue  of  100  percent  ownership  as  we  I  I  as  other  aspects 
of  IBM's  proposal  came  to  be  hotly  debated  in  the 
press. [109]  Whereas  AMFABi,  the  association  created  to 
oppose  IBM's  entry,  used  the  press  to  make  known  IBM's 
proposal  and  argue  against  its  merits, [110]  IBM  itself 
launched  a  media  campaian  to  aather  support  for  its 


rjm w 


:i.*:*.*«.*  lm.' h' 


project. [Ill] 


AMFABl's  tactics  aimed  at  delaying,  if  not 
defeating,  IBM's  efforts  to  enter  the  Mexican 
microcomputer  market. [112]  IBM's  tactics  included 
stressing  the  benefits  its  projects  had  in  contributing 
to  Mexico's  economic  growth  and  technological 
development.  Neither  AMFABl's  nor  IBM's  maneuvers  were 
confined  to  making  their  points  with  the  press.  Both 
AMFABl  and  IBM  lobbied  Mexican  government  officials  In 
an  attempt  to  exert  influence  on  their  dec i s i on . [ 1 1 3 ] 
The  Mexican  Chamber  of  Deputies  also  became  a  forum  for 
the  debate  between  the  two  pos I t i ons . [ 1 i 4 ] 


The  debate  in  the  Chamber  of  Deputies  summarized 
the  positions  presented  by  the  two  sides.  The  issues 
raised  by  Deputy  Ricardo  Gove  I  a  Autrey  of  the  Socialist 
Workers  Party  (PST)  representing  the  AMFABl  position 
reflected  concerns  over  monopoly,  changing  the  rules  of 
the  game,  protecting  market  niches,  the  need,  in 
general,  for  protectionism  and  national  economic 
independence,  the  role  of  the  state  in  supporting 
national  industry,  compliance  with  the  Foreign 
Investment  Law,  and  the  i  I  I  consequences  IBM  entry  would 
have  in  future  negotiations  with  transnational 


corporations.  The  Issues  raised  by  Deputy  Miguel  Angel 


0 1 ea  Enriquez,  a  PR  I  deputy,  reflected  a  different  set 
of  concerns.  These  included  a  need  for  flexibility  with 
regards  to  new  technology,  efficiency,  competitiveness, 
control  of  prices,  the  need  to  export,  the  need  to 
substitute  imports,  the  need  for  the  latest  technology, 
the  need  for  the  generation  of  foreign  exchange,  the 
degree  of  national  integration,  the  commercial  balance 
of  firms  importing  inputs  for  the  computer  Industry,  and 
a  concern  for  Investment  in  research  and  development. 
Deputy  0 l ea ' s  arguments,  while  not  explicitly  saying  so, 
clearly  supported  the  IBM  proposal  while  asserting  that 
Deputy  Gove  I  a ' s  arguments  were,  in  effect,  defending 
other  transnationals  as  well  as  Mexican  industrialists 
who  could  not  be  trusted  to  reinvest  their  profits  in 
Mex i co . [ 1 1 5 ] 

With  the  points  having  been  made  by  both  sides,  it 
was  up  to  the  Foreign  investment  Commission  to  decide 
for  or  against  IBM's  proposal.  it  appeared  that  a 
decision  was  forthcoming  late  in  the  fall  of  1984. [116] 
However,  by  early  December  no  definitive  decision  had 
been  reached.  instead  what  IBM  got  was  a  conditional 
"maybe"  -  in  effect  the  decision  was  made  not  to  decide 
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for  the  moment. [117]  In  the  process  of  coming  to  a 
decision,  Mexican  officials  had  apparently  been 
pressured  by  three  factors:  1)  a  press  campaign  on  IBM's 
behalf  indicating  that  IBM's  proposal  would  be  accepted; 
2)  rumors  that  IBM  would  be  shutting  down  current 
manufactui  ing  operations  In  Mexico  if  it  was  not  allowed 
to  manufacture  microcomputers;  and  3)  opposition  exerted 
by  Mexican  nationals  and  minority  transnat i ona l s . [ 1 1 8 ] 


The  Rejection 


The  official  response  to  IBM's  proposal  finally 
came  on  January  17,  1985,  more  than  10  months  after  it 
was  made,  despite  the  fact  that  SECOF l  had  in  August 
1984  published  general  resolutions  on  foreign 
investment,  the  first  of  which  had  stated  that  proposals 
for  foreign  investment  would  be  decided  within  30  days 
of  presentat i on . [ 1 1 9]  When  asked  about  this  after  the 
rejection,  Subsecretary  Hegewisch  responded  that  the 
30-day  period  was  to  apply  from  the  time  that  a  proposal 
is  an  integrated  package.  in  IBM's  case,  he  said,  IBM 
kept  submitting  changes  to  its  proposal  until  it  finally 
decided  on  what  it  could  offer.  He  further  commented 
that:  "In  spite  of  these  changes  and  the  fact  that  IBM 
iiidofe  its  points  of  view  publicly  known  on  more  than  one 
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occasion,  the  commission  saw  fit  not  to  change  its 
cr i ter i a . “ [ 1 20]  The  news  of  the  rejection  of  IBM's 
proposal  had  been  previously  reported  in  only  a  brief 
statement  in  Excelsior: 

The  petition  was  denied  In  the  terms 
proposed  by  the  firm  since  companies  that 
manufacture  those  products  with  a  majority  of 
national  capital,  such  as  Hewlett-Packard  and 
Apple,  already  exist. "[121] 

Despite  the  simple  statement  from  the  Foreign  Investment 
Commission,  the  IBM  case  had  been  so  politicized  that  it 
was  inevitable  that  different  Interpretations  be  given 
to  the  rejection  of  the  proposal.  The  American  press, 
in  particular,  saw  it  as  symbolic  of  Mexico's  continued 
reticence  about  foreign  investment,  at  best,  and,  at 
worst,  its  insincerity  about  Its  desire  to  attract 
foreign  capital.  The  New  York  T i mes  reported  that  "The 
IBM  proposal  has  been  looked  upon  In  the  foreign 
business  community  as  a  test  of  the  government's  stated 
Intention  to  allow  more  flexible  terms  for  foreign 
i nvestment . " [ 1 22 ]  The  Washington  Post  declared  it  a 
victory  for  the  nationalist  bureaucratic  faction  who 
oppose  officials  who  actively  advocate  foreign 
i  nvestment  .[  1 2?  ]  Nevertheless,  th*>  doors  were  not  ciosea 
to  IBM, [124]  and  everyone  seemed  to  know  it.  The 
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Wash i ngton  Post  article  quoted  sources  saying  that 

IBM  would  submit  a  new  plan  ta i lored  to 
most  existing  government  regulations  but  still 
requesting  100  percent  ownership.  The 
government  could  then  contend  that  IBM  had 
capitulated  to  Mexico's  demands  and  approve 
the  project .[125] 


in  the  words  of  Richard  Hojel,  President  of  Apple  de 
Mexico,  "There  is  some  face-saving  going  on  here. "[126] 


The  Approval 


Whether  there  is  any  value  to  this  "face-saving 
theory, [127]  it  is  clear  that  IBM  was  willing  to  make 
some  changes  from  its  original  proposal  in  order  to  gain 
approva I . [ 1 28 ]  However,  IBM  and  the  Mexican  government 
agreed  to  keep  the  negotiations  on  changes  on  a  strictly 
confidential  basis  -  out  of  the  light  of  the  public 
forum. [129]  News  of  an  "agreement  in  principle"  came 
from  abroad  in  mid-June  when  President  de  la  Madrid  was 
travel  I  i ng  in  Western  Europe  to  gain  support  for 
European  commitments  to  invest  in  Mexico. [130]  Actual, 
formal  approval  came,  as  predicted,  five  weeks  later  - 
two  weeks  after  Mexico’s  mid-term  elections  and  in  the 
midst  of  growing  trade,  monetary  and  fiscal 
nr ob I ems . [ 1 3 1 ]  The  decision  was  announced  as  one  of 
several  projects  of  foreign  investment  that  had  been 


’ 

S' 


1  vv  vs  * 


approved  but  by  this  time  the  IBM  case  had  become  a 
landmark  case  and  it  made  the  head  I  i nes  as  part  of  the 
announcement  on  foreign  investment  by  the  National 
Foreign  Investments  Comm  I ss i on . [ 1 32 ]  With  the  decision, 
IBM  received  permission  to  start  production  at  its 
facilites  at  El  Salto  and,  while  there  were  still  to  be 
minor  obstacles  with  regards  to  Implementation,  the 
major  obstacles  had  been  c I  ear ed . [ 1 33 ] 


Cone  I  us  Ion 


This  chapter  reveals  that  the  process  of  coming  to 
a  decision  on  IBM's  proposal  for  a  l 00  percent  equity 
investment  to  manufacture  m I crocomoputer s  in  Mexico  was 
a  long  and  comp l icated  one.  Four  factors  that  can  be 
drawn  upon  to  explain  this  decision  were  discussed:  the 
political  structure;  the  economic  development  model;  the 
organization  principally  responsible  for  processing 
IBM's  proposal  -  the  Ministry  of  Commerce  and  Industrial 
Development  (SECOFI);  and  the  various  actors  -  IBM, 
amfab i ,  bureaucrats,  federal  deputies,  and  the  press 
among  others  -  that  became  involved  in  attempting  to 
influence  the  final  outcome.  These  factors  correspond 
roughly  to  the  four  theoretical  frameworks  proposed  in 
chapter  one  as  explanatory  models  -  the  author i tar ian 
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policy,  ogran i zat i ona I  process,  and 


Applying  the  aut hor i tar i an  model  and  our  knowledge 
of  the  Mexican  po I  itical  stystem,  we  could  deduce  that 
the  President  control  led  the  decision  process  using  his 
bureaucrats  to  implement  his  decision  and  the 
legislature  to  legitimize  It.  On  the  other  hand,  one 
could  apply  the  rational  policy  model  and  deduce  that  It 
was  the  economic  development  model  that  drove  the  final 
decision.  Alternatively,  one  could  argue  that  It  is  the 
bureaucratic  organization  that  processes  a  given 
proposal  that  ultimately  determines  the  disposition  of 
that  proposal  and,  hence,  the  nature  of  the 
organizational  process  within  SECOF I  provides  the  best 
explanation  in  this  case.  Or,  one  could  argue  that  a 
decision  outcome  cannot  be  determined  a  priori  and  it  is 
only  the  interplay  of  the  actors  that  politick  for  their 
own  interests  that  determine  the  final  outcome.  Each  of 
these  interpretations  or  some  comb i nt ion  thereof  has 
implications  for  understanding  not  only  the 
decision-making  process  but  also  the  nature  of  the 
po I itical  system  that  engages  in  that  process.  With 
this  in  mind,  we  proceed  in  the  foi lowing  chapters  to 
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analyze  the  expiantory  value  of  each  of  these  models 
with  respect  to  the  IBM  case. 
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NOTES 


1.  I  focus  in  this  study  on  the  formulation  phase  of 
the  decision.  While  some  aspects  of  implementation  are 
discussed,  a  full  treatment  of  this  aspect  is  beyond  the 
scope  of  this  study.  I  draw  a  distinction  here  between 
the  Mexican  decision  to  permit  IBM  to  manufacture 
microcomputers  in  Mexico  under  100  percent  foreign 
equity  and  the  Mexican  policy  to  encourage  foreign 
investment.  Hence,  while  I  do  not  discuss  the 
implementation  of  IBM's  manufacturing  plan  once  it  was 
approved,  I  do  discuss  the  process  of  reaching  a 
specific  decision  on  the  IBM  proposal  as  the 
implementation  phase  of  the  policy  to  encourage  foreign 
investment  in  aynamic  sectors  of  the  economy. 

2.  Wh i le  it  Is  beyond  the  scope  of  this  study  to  treat 
any  of  these  factors  in  any  great  detail,  the  attempt  is 
made  to  provide  a  sufficient  sketch  of  those  factors 
important  for  understanding  the  context  of  the  IBM 
dec i s i on . 

3.  See  Juan  j.  Linz,  "Totalitarian  and  Authoritarian 
Regimes,"  in  Handbook  of  Political  Science,  Vo  I  .  3, 
eds.  Fred  I.  Greenstein  and  Nelson  w.  Po l sby  (Reading, 
Mass.:  Add i son-Wes I ey ,  1975),  pp.  271-281  and  Linz,  "An 
Authoritarian  Regime  In  Spain,"  in  Mass  Politics: 
Studies  in  Pol itlcal  Sociology  eds.  Erik  Aiiardt  and 
Stein  Rokkan  (New  York:  The  Free  Press,  1970),  p.  255. 

4.  i  do  not  question  that  the  structures  of  power  in 
the  Mexican  po  I  itical  system  are  those  that  foi  low  an 
authoritarian  model  where  power  is  centralized  and 
influence  is  limited.  I  do,  however,  question  that  this 
structure  will  i mpose  itself  a  priori  in  every 
decision-making  process.  That  is,  I  question  whether 
there  is  a  deterministic  link  between  overall  structure 
and  the  po l icy  or  dec i son-mak l ng  process.  I 
hypothesize,  instead,  that  various  decision-making 
processes  will  be  employed  independent  of  regime-type 
and  that  the  particular  decision  process  observed  will 
depend  on  po l icy  area  and,  in  particular,  on  issue 
sal ience  within  that  po l icy  area.  The  same  type  of 
argument  is  advanced  by  Low i  who  resists  the  assumption 
that  "there  is  only  one  power  structure  for  every 
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political  system."  See  Theodore  J.  Lowi,  "American 
Business,  Public  Policy,  Case  Studies  and  Political 
Theory,"  World  Politics  16,  4  (July  1964),  p.  689.  See 
also  Alfred  Stepan  who  speaks  of  exclusionary  and 
Inclusionary  corporatist  po I  I c i es  rather  than  regimes. 
According  to  Stepan,  a  regime  can  promote  either  type  of 
po.licy.  See  Alfred  F.  Stepan,  State  and  Society:  Peru 
in  Comparative  Perspective  (Princeton:  Princeton 
University  Press,  1978),  pp.  74-81. 

5.  The  court  system  is  not  included  in  our 
consideration  because  it  was  Irrelevant  in  our 
investigation  of  the  Mexican  IBM  decision.  It  is, 
however,  a  major  element  in  battles  of  individual  rights 
among  the  marginal  Indian  population  or  between  this 
segment  and  the  mestizo  population  in  rural  areas.  See, 
for  example,  Eva  Hunt  and  Robert  Hunt,  "The  Role  of 
Courts  in  Rural  Mexico,"  in  Peasants  in  the  Modern  World 
ed .  Philip  Bock  (Albuquerque:  University  of  New  Mexico 
Press,  1969),  pp.  109-139.  The  PRI  as  the  dominant 
party  within  the  Mexican  political  system  Is  not  treated 
separately  here.  However,  its  role  in  the  Mexican 
decision  is  treated  In  the  section  on  the  legislature 
where  PRI  legislators  did  sympathize  with  the  IBM 
proposa l . 

6.  See  Linda  B.  Hall,  "Mexican  Pres  I  dent i a  I  i sm  from 
Diaz  to  Echeverr la:  An  interpretive  Essay,"  The  Social 
Science  Journal  17,  1  (January  1980),  p.  42. 

7.  John  w.  Sloan,  "The  Mexican  Variant  of 
Corporat I sm , "  I nter-Amer i can  Economic  Affaris  38,  4 
( Spr I ng  1 985 ) ,  p .  11. 


8.  On  the  President's  power  over 
Vincent  Padgett,  The  Mex lean  Po I  1 1 
Houghton  Mifflin,  Co.,  1966),  p 
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of  the  decentral  I  zed  agencies  without  the  will  or 
acquiescence  of  the  President."  Rafael  Ruiz  Harrell, 
Exaltaclon  de  Ineptitudes  (Mexico,  D.F.:  Editorial 
Posada,  1986),  pp.  17-18. 

9.  The  executive  generates  the  majority  of  the 
legislation  and  the  Chamber  approves  about  95  percent  of 
all  proposals  sent  to  It  by  the  President.  See  Pablo 
Gonzalez  Casanova,  Democracy  in  Mexico,  translated  by 
Danielle  Sa I t I  (New  York:  Oxford  University  Press, 
1970),  pp.  18-19. 

10.  Daniel  Levy  and  Gabriel  Szekely,  Mexico:  Paradoxes 
of  Stabi l I ty  and  Change  (Boulder,  Colo.:  Westview  Press, 
1983.),  pp.  86-87.  Whereas  the  government  can  interfere 
In  the  freedom  of  the  press  through  Its  control  of 


In  the  freedom  of  the  press  through  Its  control  of 
newsprint  and  advertising  revenues,  the  rule  with 
respect  to  television  is  se I f-censor sh I p .  As  Levy  and 
Szekely  point  out.  “television  news  coverage ...  very 
rarely  covers  events  that  are  embarassing  to  the 
government  or  criticizes  government  policies."  Levy  and 
Szekely,  Mex l co ,  p.  88.  In  general,  to  the  extent  that 
there  Is  little  hard  and  critical  news  reporting  (there 
art  exceptions  as  Levy  and  Szekely  point  out),  one  might 
conclude  that  the  government  effectively  restricts,  if 
It  does  not  outwardly  control,  the  media.  For  a  more 
detailed  discussion  on  freedom  of  ■'■he  media,  see  Levy 
and  Szekely,  Mexico,  pp .  86-99. 
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11.  See  L.  Vincent  Padgett,  The  Mexican  Political 
System ,  pp .  150-151. 


1 2 .  John  W .  Sloan, 
Corporat ism,"  p .  11. 


"The  Mexican  Variant  of 


13.  Kenneth  F.  Johnson,  "Mexico's  Authoritarian 
Presidency,"  In  Presidential  Power  In  Latin  American 
Pol  1 1 I cs  ed .  Thomas  V.  DlBacco  (New  York:  Praeger 
Publishers,  1977),  p.  50.  Susan  Purcell  sees  the  roots 
of  recent  elite  d I ssensus  In  the  training  and  background 
of  older  tecnlcos  versus  younger  progressive  tecnicos. 
See  Susan  Purcell,  “The  Future  of  the  Mexican  System," 
l n  Authoritarianism  In  Mexico  ed .  Jose  Lu I s  Reyna  and 
Richard  S.  Welnert  (Philadelphia:  ISHI,  1977),  pp . 
1 73-191 . 


14.  See  Frank  Brandenburg,  The  Making  of  Modern  Mexico 
(Englewood  Cliffs,  N.J.:  Prentice-Hall,  1964),  pp. 
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7-18.  The  emphasis  on  these  themes  has  not  been  equal. 
On  the  Mexican  state's  perceived  need  to  promote 
economic  growth  with  policies  favoring  the  business 
sector  rather  than  promoting  social  justice  with 
policies  that  favor  labor  and  rural  sectors,  see  Roger 
D.  Hansen,  The  Politics  of  Mexican  Development 
(Baltimore:  John  Hopkins  University  Press,  1971),  p. 
71-95 . 


15.  See  Sloan,  "Bureaucracy  and  Public  Policy," 
inter-American  Economic  Affairs  34,  4  (Spring  1981), 
pp .  23-24.  See  also  Merilee  S.  Grlndie,  Bureaucrats , 
Politicians,  and  Peasants:  A  Case  Study  In  Public  Policy 
(Berkeley:  University  of  California  Press,  1979)  p.  3. 


16. 

Sloan,  "Bureaucracy  and 

Pub  1  i c 

Policy,"  p 

17 . 

1  7  . 

ibid,  pp.  19-20. 

1  8  . 

ibid.,  p .  21 . 

19. 

See  Mer i lee  Gr indie, 

"Power , 

Expert i se , 

and  the 

'Tecnlco'-.  Suggestions  from  a  Mexican  Case  Study,"  The 
Jour na I  of  Politics  39  (May  1977;),  p.  402,  footnote  8. 
Grlndie  is  here  setting  up  an  Ideal  type  for  purposes  of 
analysis.  Guillermo  O'Donnell,  In  his  description  of 
technocratic  roles,  distinguishes  the  technocrat  as  one 
engaged  In  app lying  modern  technology  and,  when 
associated  with  incumbency  of  political  office, 
constituting  a  subset  of  the  political  elite  -  an 
observation  which  is  important  to  recognize.  See 
Gu l  I  lermo  O' Donne  I  I ,  Modernization  and  Bureaucratic 
Authoritarianism  (Institute  of  International  Studies, 
University  of  California  at  Berkeley,  1973),  pp .  30-31. 
David  Apter ,  likewise,  recognizes  a  political  role  as 
one  of  the  possible  applications  of  technical 
expertise.  See  David  E.  Apter,  The  Politics  of 
Modern  I zat I  on  (Chicago:  The  University  of  Chicago  Press, 
1965),  p.  175. 

20.  See  Grlndie,  "Power,  Expertise,  and  the 
'Teen leo ' , "  p .  402 . 

21.  Other  technical  experts  that  Apter  mentions  are 
agronomists,  statisticians,  marine  biologists, 
psychologists,  public  administration  experts  and  fiscal 
and  banking  specialists.  See  Apter,  ibid.,  p.  175. 


94 


22.  O'Donnell,  Modern  I zat Ion,  pp .  31-32.  In  the  case 
of  Mexico,  Latin  America  Weekly  Report,  10  January  1986, 
"Technocrat  as  versus  Politicos,"  p.  4  points  out 
"economists  outnumber  lawyers  In  key  positions,  for  the 
first  time."  Hence,  not  only  do  they  fill  advisory 
positions  but  are  in  key  decision-making  posts. 
Consequently  they  can  propagate  their  own  values  through 
the  system  as  opposed  to  simply  supplying  data  for 
pre-existing  preferences  of  some  other  policymaker  -  a 
significant  shift  In  the  situation  described  by  Camp 
where  economists  are  still  not  in  key  roles  but  fill 
middle- 1  eve l  positions.  See  Roderic  A.  Camp,  The  Role 
of  Economists  In  Policy-Making:  Comparative  Case  Study 
of  Mexico  and  the  United  States  (Tuczon,  Arlz.:  The 
University  of  Arizona  Press,  1977),  p.  51. 

23.  C.E.  Grimes  and  Charles  E.P.  Simmons,  "Bureaucracy 
and  Political  Control  In  Mexico:  Towards  An  Assessment," 
Public  Administration  Review  29  ( January-Febr uary  1969), 
p.  75. 


24.  Roderic  A.  Camp,  "The  Middle-Level  Technocrat  In 
Mexico,"  The  Journal  of  Development  Areas,  Vo  I  .  6  (July 
1972)  pp.  572-573. 

25.  Grimes  and  Simmons,  "Bureaucracy  and  Political 
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26.  Suff 
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to  say  that  the 
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presidents  have  risen  to  power  based  on  their  technical 
expertise  in  the  bureaucracy  and  not  through  elective 
office  as  none  of  them  had  held  elective  office  prior  to 
running  for  office  as  the  hand-picked  presidential 
candidate  of  their  pr edecessor s .  See  Latin  Am er l ca 
Week l y  Report ,  "Technocrat as  versus  Politicos,"  p.  4. 
Luis  Echeverr la  Alvarez  (1970-1976)  had  been  Minister  of 
the  Interior;  Jose  Lopez  Portillo  (1976-1982)  had  been 
Minister  of  Finance  and  Miguel  de  la  Madrid  Hurtado 
(1982-  )  had  been  Minister  of  Planning  and  Budget.  While 
all  three  were  lawyers  by  profession,  they  all  brought 
technocrats  into  their  cabinet  and  de  la  Madrid,  who 
also  holds  a  Master's  Degree  In  Public  Administration 
from  Harvard  was  known  for  his  reputation  as  a 
technocrat  and  brought  the  most  technocrats  into  his 
administration.  For  more  on  the  biographies  of  these 
three  Mexican  presidents  see  Roderic  A.  Camp,  Mex I  can 
Political  Biographies,  1935-1981,  2d  edition.  (Tucson, 
Arlz.:  The  University  of  Arizona  Press,  1982).  Carlos 
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1  Salinas  de  Gortari,  the  PRl's  presidential  candidate  for 

!  the  1988-1994  sexenlo  fits  this  technocratic  mold.  Like 

!  President  de  la  Madrid,  he  Is  Harvar d-educated  and 

1  served  as  the  Minister  of  Planning  and  Budget.  Prior  to 

!  that  post  he  served  as  the  Director  of  the  government 

I  think-tank  Institute  of  Political,  Economic  and  Social 

|  Studies  (IEPES)  but  has  never  held  elective  office.  See 

l  Latin  American  Regional  Reports-.  Mexico  and  Central 

!  Amer i ca ,  "Salinas  de  Gortari  wins  nomination,"  29 

;  October  1987,  p.  6. 

I  27.  O'Donnell,  Modernization,  pp.  84-85. 
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•  28 .  I b I d . ,  pp .  68-69 . 

29.  See  O'Donnell's  discussion  on  this  point  in 
Modern  I zat I  on ,  esp .  pp.  80-89. 

30.  Apter ,  The  Politics  of  Modernization,  p.  176. 


31.  See  Grindle,  “Power,  Expertise,  and  the 
'Tecnico',"  pp .  419-426.  It  Is  a  possibility  foreseen 
by  Grimes  and  Simmons,  "Bureaucracy  and  Political 
Control  In  Mexico,"  p.  74:  "Perhaps  it  is  dangerous  to 
distinguish  between  technical  and  political  personnel  In 
the  bureaucracy  since  they  both  show  behaviour  patterns 
which  can  only  be  described  as  political." 


32.  See  Kevin  J.  Middlebrook,  "Political 
Liberalization  in  an  Authoritarian  Regime:  The  Case  of 
Mexico,"  in  Transitions  from  Author  I  tar i an  Rule  ed . 
Gu I  I  lermo  O'Donnel  I  ,  Phi  I  ippe  C.  Schmitter,  and  Laurence 
Whitehead  (Baltimore:  The  John  Hopkins  University  Press, 
1986),  p.135.  Beginning  with  the  1988  elections,  the 
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total  of  imports  for  1984  the  number  of  items  no  longer 


requiring  import  permits)  thus  significantly 
accelerating  the  process  of  substitution  of  the  import 
permits  with  tariffs.  See  Aurora  Berdejo  Arvizu, 
"E I Im I nac I  on  de  Diversos  Permisos  Para  Importar," 
Exce l s 1  or ,  25  July  1985.  On  promoting  exports,  see 
"Mexico's  Giant  Steps  In  Exports,"  Bus  I  ness  Lat l n 
Amer I ca ,  18  May  1983,  p.  159.  Subsidies  on  pre-export 
and  export  credits  managed  under  the  Fomex  (Promotion  of 
Exports)  program  financed  by  the  Bank  of  Mexico  were 
expanded  to  suppliers  of  exporters  under  Proflex  In 
1985.  See  Business  International,  "Mexico:  New 
Incentives,"  31  March  1986,  p.  104.  Likewise,  efforts 
to  cut  expenditures  were  In  keeping  with  austerity 
measures  imposed  by  the  International  Monetary  Fund 
(IMF).  See  Steven  Frazier,  "Mexico  Pledges  Spending 
Curbs  in  IMF  Accord,"  Wa I  I  Street  Journal  ,  26  March 
1985.  On  25  July  1985,  the  government  announced  a  cut  in 
government  expenditures  of  150  billion  pesos  along  with 
a  reduction  In  the  size  of  the  bureaucracy.  The 
Indication  that  Mexico  Intended  to  continue  these  trends 
was  given  by  President  de  la  Madrid  In  his  third  annual 
report  ( informe )  to  the  nation  wherein  he  promised  to 
maintain  a  realistic  exchange  rate,  and  to  further 
encourage  the  growth  of  nonoil  exports.  He  recalled  the 
cutback  in  cap i t  i 1  and  currency  expenditures  of  40  and 
16  percent  respectively  as  a  positive  measure  to  reduce 
the  budget  deficit.  See  "Tercer  Informe  del  Pre sidente 
Miguel  de  la  Madrid,"  El  Mercado  de  Valores  45,  35  (2 
September  1985),  pp .  842-850.  For  a  brief  analysis,  see 
"De  la  Madrid  Informe:  Mexico  Must  Stay  the  Course  to 
Secure  Lasting  Recovery,"  Business  Latin  America,  4 
September  1985,  pp .  281-282. 

86.  Secretaria  de  Comerclo  y  Fomento  Industrial, 
Manual  General  de  Organizaclon  de  la  Secretarla  de 
Comerclo  y  Fomento  Industrial,  p.  6.  (Printed  In  Diarlo 
Of  I c I  a l ,  20  October  1986)  Actually,  SECOF I  traces  its 
own  roots  even  further  to  1821  as  part  of  the  Secretarla 
de  Estado  y  Despacho.  See  Manua I  Genera  I  ,  p.  5. 

87.  For  a  more  detailed  account,  see  SECOF I ,  Manua I 
Genera  I ,  pp .  5-7. 

88.  SECOF I  ,  Manua I  Genera  I  ,  pp.  6-7. 


90 .  ibid. 

91  .  ibid. 

92 .  ibid. 

93.  On  the  tendency  of  policies  of  high  protection  to 
discriminate  explicitly  and  implicitly  against  export 
activities,  see  Bela  Baiassa,  "The  Process  of  industrial 
Development  and  Alternative  Development  Strategies."  The 
New ly  industrializing  Count r les  in  the  World  Economy 


(New  York:  Pergamon  Press,  1981), 


94.  Prior  to  a  reduction  In  the  bureaucracy  which 
occured  on  July  22,  1985  there  also  existed  a 
Subsecretariat  of  Industrial  and  Commercial  Planning  and 
a  Subsecretariat  of  Standardization  and  Supply.  These 
two  as  well  as  nine  directorates  were  eliminated  In 
government  cutbacks  stemming  from  fal  I  I ng  oi  l  prices. 
See  SECOF I  ,  Manua I  Genera  I  ,  p.  7. 
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ntent  Is  to  identify  the  principal  persons 
negotiating  the  decision  and  to  specify 
within  the  decision-making  process.  No 
made  to  delve  into  the  personal  backgrounds 
di vidua  is  which  may  or  may  not  explain  their 
erences.  While  that  would  be  an  interesting 
itself,  it  is  beyond  the  scope  of  this 


97.  The  composition  Is  specified  by  the  Law  to  Promote 
Mexican  investment  and  Regulate  Foreign  Investment, 
Article  11.  Originally,  the  Commission  included  the 
Ministry  of  the  Presidency  which  was  replaced  by  that  of 
Programming  and  Budget  and  the  Ministry  of  Patrimony 
which  became  the  Ministry  of  Energy,  Mines,  and 
Parastatals  under  President  de  la  Madrid. 

98.  Interview  with  Cristina  Salais  Posadas, 
Subdirector  of  Foreign  Investments,  Ministry  of  Finance, 
27  April  1987.  As  Ms.  Sa I  a i s  pointed  out,  this  was  not 
the  case  with  the  IBM  decision.  Due  to  the  po I  itical 
sensitivity  of  the  case,  the  Ministers  themselves  met 
both  at  the  time  of  rejection  and  at  the  time  of 
approva I . 
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99.  Interview  with  Robert  Miller  and  Molly  Shields, 
Commercial  Section,  US  Embassy  Mexico,  2  February  1987. 
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100.  Other  categories  deemed  worthy  of  promotion  by 
the  state  in  terms  of  economic  growth  and/or  capable  of 
contributing  to  foreign  exchange  earnings  were 
non-e I ect r i ca  I  equipment  and  machinery;  electric 
machinery  and  appliances;  meta I -mechan i cs  ;  equipment  and 
materials  for  transportation,  the  chemical  Industry, 
other  manufacturing  industries;  advanced  technology 
services,  and  the  hotel  Industry.  For  a  more  detailed 
breakdown,  see  SECOFl,  "Guidelines  for  Foreign 
investment  and  Objectives  for  Its  Promotion,"  pp .  5-6. 
For  a  comment  on  these  targeted  areas,  see  "Little  Has 
Changed  is  Mexico's  Message  on  Foreign  investment," 
Business  Latin  America,  29  February  1984,  pp.  65-67.  As 
the  title  in  the  article  ominously  suggested,  change  in 
the  treatment  of  foreign  investment  In  Mexico  would  not 
be  easy. 

101.  See  SECOFl,  "Guidelines  for  Foreign  Investment," 
p.  4.  Additional  criteria  cited  as  desirable  objectives 
were  employment  creation  and  territor  al 
decentralization  of  the  Investment. 

102.  IBM  already  had  four  microcomputer  plants 
throughout  the  world:  at  Austin,  Texas;  Boca  Raton, 
Florida;  Wangaretta,  Australia;  and  Greenock,  Scotland. 

( New  York  T i mes .  "I.B.M.  Deal  on  Mexican  Plant  Seen,"  26 
October  1984,  p.  D3 . )  IBM  already  manufactured 
minicomputers  (System  34  and  later  System  36)  at  Its 
plant  at  El  Salto,  Jalisco.  in  its  search  to  expand 
production  capability  In  Latin  America,  IBM  found 
several  advantages  in  the  El  Salto  plant  in  comparison 
to  other  Latin  American  options.  A  Mexican  plant  would 
be  closer  to  both  corporate  headquarters  and  to  a  plant 
in  Austin  that  could  provide  logistic  and  engineering 
support.  in  contrast  to  Brazil,  Mexico  did  not  bar 
foreign  manufacturers  of  computer  equipment.  Argentina 
was  not  attractive  due  to  strong  labor  unions  and 
perceived  po l  itical  instabl  I  ity.  Colombia  Imposed 
unacceptable  import  restrictions  and  Bolivia  required 
that  al l  of  the  production  be  exported.  Mexico,  on  the 
other  hand,  had  long  enjoyed  political  stability,  had 
reasonable  or  workable  import  restrictions  and  IBM  could 
expect  to  market  8  percent  of  its  production 
domestical  ly.  These  advantages  were  explained  by  Martin 
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L.  Armbrust ,  IBM  External  Programs,  in  a  seminar  on 
"Country  Risk  Analysis,"  Institute  of  Latin  American 
Studies,  Austin,  Texas,  12  February  1986. 

103.  In  fact,  it  was  in  late  1983  before  the 
publication  of  the  guidelines  encouraging  foreign 
investment  that  the  Mexican  government  had  approached 
IBM  about  increasing  its  investments  and  exports  in 
Mexico.  Letter  from  Carlos  t'~avo  Aguilera,  Director  of 
Communications,  IBM  de  Mexico,  to  Exce I s i or ,  9  October 
1384  (Mimeographed). 

104.  Interview  with  Manuel  Conde  Palazuelos,  11 
February  1984.  The  suggestion  that  " / ndust r i a"  ought  to 
be  a  first  stop  for  companies  wishing  to  maxe  a  foreign 
investment  proposal  seeking  majority  ownership  is  made 
in  Business  Latin  America,  "Little  Has  Changed,"  29 
February  1984,  p.  67. 

105.  See  Julia  Christine  Vlndasius,  "Mexico  and  IBM:  A 
new  Look  at  State-TNC  Negotiation  and  Bargaining  Power" 
(Master's  Thesis,  MIT,  May  1986),  p  62. 

106.  Dr.  Jose  warman's  office  which  had  received  a 
copy  of  the  proposal  according  to  Manuel  Conde 
(interview,  11  February  1987)  maintained  close  contact 
with  members  of  CAN  I ECE ,  the  electronics  chamber  to 
which  I BM  as  we  II  as  its  compet I  tors  i n  the  i nformat i cs 
area  belonged.  There  were  allegations  that  the  proposal 
leaked  out  of  Dr.  Warman's  office  to  members  of  CAN  I ECE 
who  would  be  impacted  were  IBM's  proposal  to  be 
approved.  (interviews  with  two  Mexican  officials 
requesting  anonymity.)  In  reporting  CAN  I ECE  opposition 
to  IBM's  proposal,  the  Washington  Post  re-e^s  to  news  of 
the  proposal  leaking  "six  months  ago."  tee  Wi l l i am  A. 
Orme,  Jr.  "IBM  Expects  Mexico  To  Approve  Plant," 
Wash i ngton  Post  ,  27  October  1984.  in  any  case  by  early 
June,  the  President  of  IBM  de  Mexico  with  members  of  his 
staff  had  made  a  presentation  on  IBM's  proposal  to  the 
Board  of  Directors  of  CANIECE  and  members  of  the 
informatics  and  Parts  and  Components  branches  of  the 
chamber .  Letter,  28  June  1984  from  Sergio  Ferragut, 
Director  of  the  Informatics  Branch,  to  companies 
represented  in  that  branch  inquiring  their  position  on 
the  reservation  of  the  microcomputer  market  to  national 
f i rms . 

107.  Mexico  Update,  30  June  1984,  p.  10. 
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108.  ibid.,  p.  11.  As  a  matter  of  policy  IBM  has 
generally  insisted  on  maintaining  100  percent  ownership 
of  its  operations  worldwide.  A  move  by  the  government 
of  India  to  share  ownership  of  IBM's  operations  in  that 
country  resulted  in  IBM's  exit  from  the  Indian  market 
rather  than  give  up  its  100  percent  equity  control .  See 
Dennis  J.  Encarnat Ion  and  Sushi  I  Vachan I  ,  "Foreign 
Ownership:  When  Hosts  Change  Their  Rules,”  Harvard 
Bus i ness  Rev i ew  ( September-October ,  1985),  pp .  153, 
1  58  . 

109.  Whereas  details  between  IBM  and  the  Mexican 
government  had  not  been  ironed  out  as  of  18  July  (see 
Kevin  Clark,  "New  Hewlett-Packard  Computer  Made  in 
Guadalajara,"  Mexico  City:  The  News,  18  July  1984,  the  6 
August  issue  of  Bus i nessweek  already  contained  major 
elements  of  the  proposal.  See  "Why  an  IBM  PC  Plant  is 
Stalled  at  the  Border , ”  6  August  1984,  p.  27. 

110.  Perhaps  the  most  representative  voice  of  the 
nationalist  press  articulating  support  for  AMFAB I 
against  IBM  was  Edgar  Gonzalez  Martinez  of  Exce isior. 
See,  for  example,  his  "Los  Capitales"  column  of  27  and 
29  September  and  2,  11,  and  18  October.  See  also  Victor 
Sanchez  Banos,  "Guerra  a  la  IBM,"  Ovac l ones ,  2c  ed . ,  22 
October  1984;  Unlversldad  Autonoma  Met r opo I  I  tana ,  Or gano 
I nf ormat i vo  9,  2  (22  October  1984),  pp .  2  and  12;  and 
"El  riesgo  que  la  IBM  controle  el  mercado,"  La  Jornada, 
23  October  1984. 

111.  Altlhouah  IBM  refused  to  comment  on  an  article  by 
Steve  Frazier  that  appeared  in  Excelsior  on  27  August 
which  spoke  of  an  IBM  five-year  production  run  of  which 
92  percent  would  be  exported,  IBM  did  in  the  24 
September  1984  issue  of  Anal isis  Econom i co/Bus i ness 
Trends  dispel  rumors  that  IBM's  proposal  was  a  joint 
venture  as  were  Apple  and  Hewlett  Packard  operations. 
Later,  in  a  press  conference  held  8  October,  Rodrigo 
Guerra  and  Manuel  Conde,  IBM  de  Mexico's  two  top 
officials,  revealed  that  the  major  elements  of  IBM's 
proposal  included  large  export  volumes,  the  creation  of 
new  employment  of  a  high  technical  level,  additional  tax 
payments  to  the  Mexican  government  and  business 
opportunities  for  Mexican  industries  in  a  position  to 
supply  parts  and  components  to  IBM  but  it  did  not  reveal 
any  specific  figures  as  the  project  was  "not  yet 
authorized."  See  El  Financiero,  9  October  1984. 


112.  Interview  with  Mario  Topete,  Director  of 
Institutional  Relations,  Apple'  de  Mexico,  24  FePruary 
1987.  The  strategy  of  Apple  and  Hewlett  Packard  was  to 
buy  enough  time  to  get  a  foothold  in  the  market  before 
IBM's  entry  -  which  was  considered  likely.  Their 
principal  tactic  was  to  argue  that  IBM  was  not  following 
the  "rules  of  the  game"  by  reauesting  100  percent 
ownership  when  they  themselves  had  accepted  the 
government's  market  reservation  In  microcomputers  to 
Mexican  nationals.  Interview  with  Jorge  Martinez 
Sverdrup,  Director  of  Corporate  Development, 
Hewlett-Packard,  27  February  1987.  See  also  Steve 
Frazier,  "Apple  y  Hewlett-Packard  Contra  una  Empresa 
100%  de  IBM  en  Mexico,"  Exce I s 1  or ,  27  August  1984. 

113.  amfabi  sent  an  open  letter  to  President  de  la 
Madrid,  SECOF I  Minister  Hector  Hernandez,  and 
Subsecretary  for  Industry  Mauricio  de  Maria  y  Campos 
requesting  clarification  of  the  "rules  of  the  game" 
concerning  the  market  reservation  in  microcomputers  to 
majority  Mexican  nationals.  The  letter  appeared  In 
Exce I s i or ,  8  July  1984,  p.  33-A.  Manuel  Conde 
Paiazuelos,  Executive  Director  of  IBM  de  Mexico  and 
Vice-President  of  COPARMEX ,  was  in  constant  contact  with 
SECOF l  officials.  He  also  lobbied  officials  of  the 
other  ministries  in  the  I n t er seer e tar  I  a  I  National 
Foreign  investment  Commission.  Interview  with  Manuel 
Conde  Paiazuelos,  11  February  1987. 
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Plans,"  Mexico  City:  The  News,  4  December  1984. 

117.  Carlos  Ramirez,  El  Financlero,  3  December  1984. 

118.  ibid. 


119.  These  "General  Resolutions"  were  original l y 
pub  I  ished  in  Diario  Oficial  on  30  August  1984  and 


appeared  in  El  Mercado  de  Valores  44,  37  (10  September 

1984),  pp.  926-929. 


120.  See  Jaime  Contreras,  "Rechazo  la  CN I E  la 
Solicitud  de  la  IBM  Para  Instaiar  una  Planta  de 
Computadoras , "  Excelsior,  26  January  1985. 


121.  "Rechazo  la  Secofin  la  Solicitud  de  la  IBM  Para 
Fabricar  M i crocomputador as , "  Excelsior,  18  January  1985. 


122.  Richard  J.  Me i s I  I n ,  "Mexico  Rejects  IBM  Contro 
for  New  Plant,"  New  York  T Imes ,  19  January  1985. 


123.  William  A.  Orme,  Jr.  "Government  Calls  Plant  A 
Threat  to  Mexican  Firms,"  Washington  Post,  19  January 
1985. 


124.  Alberto  Nolasco,  spokesman  for  SECOF 1  makes  this 
clear  to  reporter  of  El  Heraldo.  See  "IBM  Piensa  Crear 


en  Mexico  una  Planta  de  M i crocomputador as , "  El  Heraldo, 
22  January  1985. 


125.  Orme ,  ibid. 

126.  ibid. 


127.  It  is  just  as  plausible  to  assume  that  a 
ore l Iminary  "no"  was  designed  by  the  Commission  not  out 
of  a  position  of  weakness  to  prevent  embarassment  at 
giving  away  too  much  but  out  of  a  position  of  strength 
to  extract  further  concessions  from  IBM  in  a  classic 
bargaining  situation.  Under  this  interpretation, 
divisions  within  the  government  are  used  by  the  decision 
makers  to  sort  out  where  the  state's  interests  I ie  and 
how  they  can  best  be  achieved  without  giving  up  too 
much  . 
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despite  the  rejection  of  the  second  project."  See  David 
E.  Sanger  quoted  in  "Ofrecera  IBM  Otra  Opcion  a  Mexico: 
Akers,"  Excelsior,  6  February  1985. 

129.  While  details  of  its  project  were  never  publicly 
announced  by  IBM,  Manuel  Conde  did  disclose  that  the  new 
plan  would  include  increased  levels  of  investment,  jobs, 
exports,  and  improved  technology.  See  Steve  Frazier, 
"Plan  to  Expand  Plant  in  Mexico  Revised  by  IBM,"  Wa l I 
Street  Journa I ,  11  March  1985.  Frustration  with 
i nab i l i ty  to  gain  access  to  detai Is  of  the  new  plan  led 
Gonzalez  Martinez  to  remark  that  the  new  negotiations 
were  shrouded  In  mystery  and  began  to  "smel l  like 
duplicity."  Edgar  Gonzalez  Martinez,  "Cap i ta I es , " 
Exce i s i or ,  16  May  1985. 

130.  For  an  account  of  President  de  la  Madrid's  trip, 
see  Aurora  Berdejo  and  Rene  Hernandez,  "Nuestro  Pa  I z , 
Opcion  Oportuna  Para  el  I nver s I  on  I sta  Foraneo, " 
Excelsior,  14  June  1985. 

131.  See  Aurora  Berdejo  Arvlzu,  "Sube  el  Dolar 
Controlado;  Recorte  de  150  Mil  Millones,"  Exce I s i or ,  25 
July  1985;  Angel  Ramos  Granados,  "Fueron  Suprlmidos  15 
Subsecretar i as  y  50  D I r ecc I  ones , "  El  Uni  versa  I ,  25  July 
1985;  and  Angel  Gomez  y  Luis  Enrique  Mercado,  "Desde  el 
5  de  Agosto  Flotara  Bajo  un  Slstema  de  Reguiacion,"  E I 
Un i versa  I  ,  25  July  1985. 

132.  See,  for  example,  "IBM  Fabrlcara  Computadoras 
Personales  en  Nuestro  Pais,”  Exce I s I  or ,  25  July  1985, 
and  Rodolfo  Guerrero,  "IBM  'Replanteo  su  Proyecto'  y 
Hara  Aqu i  M i crocomputador as , "  El  Universal,  24  July 
1985. 

133.  Resistance  to  the  project  continued  from  the 
Electronic  Directorate  under  the  charge  of  Dr.  Jose 
Warman.  When  it  came  time  to  either  approve  IBM's 
manufacturing  plan  or  resign,  Dr.  Warman  decided  to 
resign.  Interview,  Mario  Espinoza  de  I oy  Reyes,  3  March 
1987.  With  the  manufacturing  plan  approved,  IBM  was 
cleared  to  implement  its  project  with  PC  XTs  to  start 
rol i i ng  off  the  assembly  line  in  May  1986.  See 
"Fabricara  la  IBM  en  Mexico  Durante  los  Proximos  5  Anos 
Casi  700  mil  Computadoras,"  Excelsior,  24  January  1986. 
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decision-making  model 
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a  predictable  relationship 
decisions;  2)  limiting 
secrecy  in  the  origins  of 


To 

conclude  that  the  IBM 

dec  1  s 

ion  is 

best 

exp  1  a 

1  ned 

by 

the 

authoritarian  model 

,  a  1  l 

the  factors 

of 

the 

authoritarian  decision-making 

mode  1 

must 

app  l  y 

to 

the 

1  BM 

case 

Otherwise,  either 

some 

other 

mode 

l  or 

some 

combination  of  models  best 

explains  the 

case . 

1  n 

this 

chapter  we  attempt  to  show  that  the  authoritarian  model 
only  partially  explains  the  IBM  case.  Only  after  the 
initial  rejection  is  there  an  attempt  to  limit  the 
demands  of  IBM  and  AMFAB!  on  the  Mexican  political 
system.  The  other  two  aspects  -  that  of  a 
demand-decision  gap  (unpredictable  relationship  between 
what  is  demanded  and  what  is  granted)  and  decision 
i nv i s i b  i  I  i  ity  are  better  explained  by  other  models.  The 


difference  between  IBM's  original  proposal  and  the 
approved  one  can  be  explained,  as  we  shal I  see,  as  a 
result  of  pressure  group  politics  between  competing 
interest  groups.  The  factor  of  decision  invisibility  is 
attenuated  by  the  tremendous  amount  of  publicity  given 
to  the  case. 


Demand-Decision  Gap 


In  generalizing  about  an  expected  erratic 
relationship  between  the  authoritarian  leader's  decision 
and  expressed  group  demands,  Purcell  reasons  that 

Many  decisions  will  involve  issues  that 
were  never  raised,  while  issues  that  are 
raised  frequently  may  be  ignored  because 
groups  lack  sufficient  resources  and 
capabilities  to  support  their  demands, 
interest  groups  may  be  expected  to  play  a 
predominantly  reactive  (rather  than 
initiating)  role  In  the  decision-making 
process,  expressing  support  for  the  leader's 
decisions  or  seeking  to  modify  them  In  their 
beha  I  f  .  [  1  ] 


in  the  IBM  case,  two  interest  groups  make  contrary 
demands  thus  complicating  a  corporatist  or  patron-client 
pattern  of  interactions  between  the  state  and  society. 
Ey  a  corporatist  pattern  of  relations  I  mean  Philippe  C. 
Schmitter's  ideal  type  which  he  defines  as 


a  system  of  interest  representation  in 
which  constituent  units  are  organized  into  a 
number  of  singular,  compulsory, 
noncompetitive,  hierarchically  ordered  and 
functionally  differentiated  categories, 
recognized  or  licensed  (if  not  created)  by  the 
state  and  granted  a  del iberate  and 
representational  monopoly  within  their 
respective  categories  In  exchange  for 
observing  certain  controls  on  their  selection 
of  leaders  and  articulation  of  demands  and 
supports .  [  2  ] 


AMFABI  members  escaped  this  mold  by  forming  their  own 
association  and  actively  pursuing  their  interests 
outside  their  corporatist  chamber  CAN  I ECE  (The  National 
Chamber  of  the  Electronics  and  Electrical  Communications 
Industry),  i  BM  simply  operated  independently  of  Its 
CAN  I ECE  membership  in  its  lobbying  and  public  relations 
activities. 


By  a  patron-client  relationship,  I  mean  a  dyadic 
exchange  relationship  between  individuals  which  is 
characterized  by  unequal  status  of  the  par t i c I  pants , 
reciprocity  of  benefits,  and  proximity,  i.e., 
face-to-face  encounters.  This  very  personal  type  of 
relationship  can  be  extended  to  the  notion  of 
state-societal  group  relations  if  one  introduces  brokers 
to  mediate  between  the  participants  and  considers  the 
benefits  to  the  clients  in  terms  of  material  incentives 
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and  rewards  and  the  benefits  to  the  state  in  terms  of 
some  political  value,  such  as  loyalty  and  enhanced 
legitimacy  for  the  political  system. [3] 


If  AMFABI  and  IBM  escaped  the  corporatist 
framework,  they  seem  also  to  have  operated  outside  a 
patron-client  framework  which  some  authors  have  found 
useful  to  characterize  government-societal  relationships 
such  as  government- I abor ,  gover nment-campes / no ,  and 
government-rn i  li  tary . [4 ]  The  character i st i c  of  unequal 
status  did  not  apply  to  IBM  In  the  sense  that  IBM  was  In 
a  position  to  bargain  over  the  terms  of  its  proposal. 
However,  the  elements  of  reciprocity  as  well  as  that  of 
proximity  via  the  face-to-face  negotiations  were 
present.  in  the  case  of  AMFABI,  the  characteristic  of 
unequal  status,  which  is  a  factor  that  can  only  be 
measured  in  relative  terms,  is  more  evident.  AMFABI 's 
initial  stance  was  that  of  petitioning  for  the  "rules  of 
the  game"  to  be  changed.  When  it  appeared  that  IBM's 
proposal  would  be  approved,  however,  it  took  a  more 
aggressive  stance  employing  the  aid  of  leftist  parties 
in  the  Chamber  of  Deputies  and  voicing  its  interests  in 
the  press.  Wh i le  AMFABI  officials  enjoyed  face-to-face 
contact  with  officials  from  the  Subsecretariat  of 
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Industrial  Promotion,  the  terms  of  reciprocity  -  a 
protected  market  in  return  for  contributing  their 
capital  to  the  advancement  of  the  Mexican  electronics 
industry  -  was  threatened  by  the  IBM  proposal.  Hence, 
they  also  sought  to  mount  pressure  on  the  government  in 
typical  "pressure  politics"  fashion  rather  than  operate 
in  a  purely  petitionary  mode. 

The  normal  dyadic  relationships  that  a  corporatist 
government  tries  to  maintain  with  the  different  segments 
of  society  by  which  it  tries  to  structure  them  in 
homogeneous  groups  in  order  to  control  them  is  not 
easily  achieved  with  the  private  sector. [5]  in  Mexico, 
the  private  sector  Is  composed  not  only  of  Indigenous 
groups  in  different  productive  sectors  of  the  economy 
but  also  of  transnationals  who  have  concentrated  their 
operations  since  the  postwar  period  In  the  manufacturing 
sector. [6]  Even  among  the  indigenous  group,  the  private 
sector  is  certainly  not  homogeneous.  The  interest  of 
the  commercial  sector  and  the  industrial  sector,  and, 


even  within 

the 

industrial 

sector  , 

the 

interests  of 

sma 1 1  and 

large 

i ndust  r i a  1 

i sts  do 

not 

necessar i 1 y 

coincide. [ 7 ] 

Even  within  the  same  industrial  subsector  of  the 


electronics  industry  represented  by  CAN  I ECE  (Nationa 


Chamber  of  Electronics  and  Electrical  Communications 


ndustry),  a  member  of  the 


arger  CONCAM l N 


(Confederation  of  the  Chambers  of  Industry),  differences 


among  the  members  arose  in  the  IBM  case.  The  members  of 


this  group  included  In  1984  115  companies  In  the 


computer  sector,  22  of  which  were  Involved  In  computer 


manu f actur i ng  .  [ 8 ]  These  included  not  only  Mexican 


companies  but  also  foreign  transnationals  such  as  Apple, 


Hewlett-Packard,  Burroughs,  Honeywell,  Sperry  and  IBM. 


Whereas  Apple  and  Hewlett-Packard  early-on  decided  to 


harmonize  their  microcomputer  manufacturing  operations 


n  Mexico  with  the  1981  Computer  Development  Plan[9], 


BM ,  true  to  its  policy  of  100  percent  equity  ownership 


and  prompted  by  the  February  1984  policy  guidelines 


encouraging  foreign  ownership  (Including  majority 


ownership)  in  the  computation  area,  decided  to  strive 


for  a  100  percent-owned  microcomputer  production 


capacity  in  Mexico. 


When  other  members  of  CAN  I ECE  heard  of  IBM's 


project  they  were  concerned  for  their  future  prospects 


n  the  m i cr ocomputer  market.  Hence,  under  the 


eadership  of  Jorge  Sanchez  Me jorada , [ 10]  they  organized 


a  private  association  which  could  represent  their 
interests  and  exclude  IBM,  a  measure  they  could  not  take 
under  CAN  I ECE  since,  by  law,  all  companies  in  the 
electronics  industry  doing  business  in  Mexico  must 
belong  to  the  CAN1ECE  chamber. 

IBM,  it  Is  clear,  took  a  strong  Initiative  as  a 
private  interest  group  to  submit  a  proposal  that  would 
permit  it  a  100  percent-owned  manufacturing  operation  in 
microcomputers  -  a  proposal  considered  out  of  bounds, 
not  by  law,  but  by  practice  under  the  1981  Computer 
Plan.  The  action  of  the  group  of  Mexican  and 
m i nor i ty- i nter est  foreign  firms  that  opposed  this 
project  can  be  understood  as  "reactive"  In  the  sense 
that  their  actions  were  a  response  triggered  by  IBM's 
proposal.  However,  the  formation  of  AMFABI  represented 
their  intention  to  take  initiatives  to  protect  their 
interests.  This  group  had  both  the  resources  and 
capabilities  to  raise  several  issues  that  were  of 
importance  to  them  as  a  group. 

In  terms  of  resources,  AMFABI  represented  36  firms 
with  majority  Mexican  capital,  among  them  Apple  de 
Mexico  and  Hew  I ett-Packard  de  Mexico. [11]  They  drew 
their  legitimacy  from  the  1981  Development  Program  for 


the  Manufacture  of  Electronic  Systems,  Its  Principal 
Modules  and  Peripheral  Equipment  (hereinafter  the 
Computer  Plan).  This  plan  had  as  Its  objectives  the 
creation  of  a  competitive  and  efficient  industry  capable 
of  substituting  imports,  developing  technology  and 
generating  exports  with  the  end  result  of  establishing 
se i f-su f f l c i ecny  and  promoting  horizontal  Integration  in 
the  electronics  industry. 

AMFABI  boasted  that  in  the  two-year  period  since 
the  take-off  of  this  program,  Its  members  had  invested 
3.5  billion  pesos  and  projected  an  additional  4.2 
billion  for  the  period  1985-1989.  It  claimed  a 
production  volume  of  27,000  computers  annually  and 
projected  a  capacity  of  producing  400,000  microcomputers 
and  423,000  pieces  of  peripheral  equipment  by  1989, 
figures  sufficient  to  generate  a  growing  volume  of 
exports  as  well  as  satisfy  the  national  demand.  These 
figures  reflected  a  growth  in  exports  from  a 
contribution  of  $7.5  million  in  1984  to  a  cumulative 
$565  mi  I  I  ion  for  the  period  1984-1989.  The  group  claimed 
also  to  have  created  1200  direct  jobs  and  2400  indirect 
jobs  in  the  industry  with  an  additional  1400  and  2800 
respectively  projected  by  1989. T12] 


i 

i 
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>  The  issue  of  central  importance  to  AMP AB I  was  that 

[  of  the  market  reservation  for  majority  national  firms. 

To  AMFABI,  the  proposal  for  a  100  percent  Investment  by 
a  firm  with  the  reputation  for  market  dominance  that  IBM 
had  established  represented  a  tremendous  threat  to  their 
ability  to  compete  in  the  microcomputer  field.  it  was 
for  this  reason  that  AMFABI  and  individual  prominent 
members  argued  that  the  rules  of  the  game  needed  to  be 
established  and  enforced.  The  August  6th  Issue  of 
Analisis  Econom i co/Bus i ness  Trends  reported  that  CAN  I ECE 
and  AMFABI  printed  advertisements  in  the  press  during 
the  previous  week  asking  for  an  update  by  the 
appropriate  authorities  for  sectoral  development  plans 


spec i f i ca 

1  ly 

those 

referr 

1  ng  to 

the 

computer 

i ndustry  . 

[13] 

Richard 

Ho  je  l  , 

Cha 1 rman 

of 

App  l  e  de 

Mexico,  one  of  the  more  prominent  AMFABI  members,  in 
alluding  to  the  Mexican  policy  which  reserved 
microcomputer  production  to  Mex i can-ma jor i ty  firms 
remarked  that  "We  don't  mind  any  manufacturers  coming  to 
Mexico  under  the  same  conditions  as  everyone  else. “[14] 
in  the  Fall  when  it  appeared  that  IBM's  proposal  might 
be  approved,  Manuel  Diaz,  general  manager  of 
Hewlett-Packard  in  Mexico,  indicating  acceptance  of  a 


minority  share  due  to  the  existing  rules  of 


the  game , 


sa  i  d 


if  the  government 


had  said  a  100  percent 
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partnership  was  possible,  we  probably  would  have  come  in 
under  100  per  cent . " [ 1 5 ]  In  effect,  the  central  issue 
among  the  participants  in  the  computer  industry  had 
become  a  battle  for  the  Mexican  market[16]  and  survival 
in  this  market  long  enough  to  establish  an  export  base 
to  the  extent  required  by  the  Mexican  government  in 
order  to  offset  the  importation  of  component  parts. [17] 

To  protect  their  market  share  AMFABI  raised  the 
issue  of  firming  up  the  rules  of  the  game  not  only  in 
the  press  but  also  with  the  legislature  and  the 
ministers  who  sat  on  the  National  Foreign  Investment 
Commision.  After  meeting  with  Humberto  Lugo  Gil, 
^resident  of  the  Grand  Commission  of  the  Chamber  of 
Deputies,  Alfredo  Amescua,  President  of  AMFABI, 
addressed  a  foMow-up  letter  to  him  with  copies 
forwarded  to  each  of  the  Secretaries  who  sat  on  the 
Foreign  Investments  Commission.  Amescua ' s  letter  argues 


that  AMFABI 

will  accept  any 

foreign  firm 

i  n 

the 

i n format 

i  cs  f 

ield  that  is  will 

i  ng  to  co i nvest  w 

i  t  h 

Mex i can 

comp an 

ies  but  rejects  the  IBM  proposa 

1  on 

the 

grounds 

that 

i)  it  violates  the 

requ i rements 

of 

the 

Computer 

P  1  an 

;  2)  it  violates 

the  Law  on 

Fore 

i  an 

^kCa*. 
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at  its  plant  in  El  Salto  by  means  of  a  100  percent 
equity  investment.  Although  IBM  did  have  to  make 
concessions  to  the  Mexican  government,  the  concessions 
were  not  substantial.  in  fact,  some  of  these  were  more 
cosmetic  than  real.  The  major  changes  Included 
technology  transfer  concerns  -  the  development  of  a 
horizontal  industry  of  fundamentally  Mexican  suppliers 
($20  million);  a  research  and  development  center  ($11.5 
million);  investment  In  research  and  development  ($35 
million);  and  training  programs  through  universities  and 
firms  ($2.5  million)  plus  a  variety  of  other  I  terns  which 
boosted  IBM's  initial  investment  of  $6.6  million  to  a 
total  of  $91.1  million.  (See  Appendix,  Exhibits  1  and  2 
for  a  comparison  of  the  original  and  approved 
proposals).  Although  there  appears  to  be  a  substantial 
increase  in  investment,  the  real i ty  is  that  costs  of 
programs  that  IBM  had  planned  for  but  had  not  included 
in  its  proposal  were  now  Included.  This  was  true  of  a 
supplier  network,  a  network  for  distribution  as  well  as 
an  international  sales  office  for  the  distribution  of 
local  supplies  worldwide.  The  major  i terns  that  were  new 
were  the  research  and  development  center  and  an  increase 
in  its  investment  in  research . [21  ] 


* 

I 


while  IBM  essentially  got  what  It  demanded,  AMFABI 
members  did  not.  The  Computer  Plan  and  subequent 


revisions  were  never  officially  published.  However,  the 
Plan  did  continue  to  be  applied  with  respect  to  items 
other  than  capitalization  structure.  Specifically, 
local  content  requirements,  contributions  to  technology, 
and  balance  of  payments  requirements  were  maintained  in 
force.  Additionally,  by  opposing  IBM's  entry,  AMFABI 
had  bought  time  for  Its  members  to  establish  themselves 
in  the  market . [ 22 ] 


Demand  Limitation 


A  second  major  char acter I st i c  of  the  authoritarian 
decision-making  model  Is  the  effort  to  I Imlt  the  number 
of  demands  made  upon  the  author  I  tar i an  leader  so  as  to 
preserve  dec  I s I on-mak I ng  autonomy.  In  the  IBM  case.  It 
Is  Important  to  note  two  stages  with  respect  to  this 
characteristic.  In  the  first  stage  (i.e.,  before  the 
government's  rejection  of  the  IBM  proposal),  there  was 
no  effort  to  I imlt  the  demands  made  by  either  AMFABI  or 
IBM  upon  either  the  decision-making  system  or  sources  of 
Influence.  In  the  second  stage,  the  lessening  of 
demand-making  and  the  removal  of  the  issue  from  the 
public  spotlight  made  It  obvious  that  the  government 
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preferred  to  limit  demands  to  official  channels  where  It 
could  maintain  control. 

In  the  first  stage,  AMFAB I  made  public  demands  for 
pub l ication  of  "the  rules  of  the  game"  -  namely,  the 
1981  Computer  Plan  or  some  acceptable  version  thereof. 
AMFABI  had  printed  in  the  press  an  open  letter  addressed 
to  President  Miguel  de  la  Madrid,  Secretary  of  SECOF I 
Hector  Hernandez,  and  SECOF I  Subsecretary  of  Industrial 
Development,  Mauriclo  de  Maria  y  Campos.  Their  request 
was  that  the  Computer  Plan  be  published  in  the  D I ar i o 
Of i c l a l  (Official  Gazette)  and  that  no  authorization  be 
given  in  the  future  to  projects  that  did  not  comply  with 
that  program. [23]  In  mid-October  Deputy  Ricardo  Gove l a 
Autrey  of  the  Socialist  Worker's  Party  (PST),  speaking 
on  behalf  of  the  Popular  Socialist  Party  (PPS)  and  the 
Unified  Socialist  Party  of  Mexico  (PSUM),  addressed  the 
Chamber  of  Deputies  in  open  session  and  requested  that 
the  promotion  program  which  the  Computer  Plan  directed 
be  strenghthened  and  that  IBM's  project  be  rejected  due 
to  adverse  consequences  it  would  have  for  the  national 
electronics  i  ndust r y . [ 24 ]  The  fol  lowing  week  AMFABI 
officials  met  with  Deputy  Gove  I  a  and  Humberto  Lugo  Gil, 
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leader  of  the  Chamber  of  Deputies  to  press  their 
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demands. [25]  AMFABI  followed  this  up  with  a  letter  to 
the  leader  of  the  Chamber  with  copies  to  each  of  the 
members  of  the  Foreign  Investment  Comm i ss i on . [ 26 ] 

IBM  itself  led  an  elaborate  campaign  to  get  its 
project  approved.  It  presented  Its  proposal  both  to  the 
Subsecretariat  of  Foreign  Investments  Regulation  and 
Technology  Transfer,  which  was  responsible  for  studying 
the  proposal  and  submitting  a  recommendation  to  the 
Foreign  Investment  Commission,  and  to  the  Subsecretariat 
of  Industrial  Promot I  on . [27 ]  The  former  was  responsible 
for  studying  the  proposal  and  submitting  a 
recommendation  to  the  representatives  of  the  Ministers 
constituting  the  membership  of  the  Foreign  Investment 
Commission.  The  latter  was  responsible  for  approving  a 
manufacturing  plan  subsequent  to  approval  by  the  NF l C 
for  the  manufacture  of  a  new  I i ne  of  products  that  IBM 
proposed.  The  reason  for  the  simultaneous  submission 
was  the  knowledge  that  Industrial  Development  might  have 
some  reservations  about  the  removal  of  the  market 
reservation  in  microcomputers  and  IBM's  desire  to 
overcome  these  objections  early.  [28]  When  it  became 
apparent  that  Industrial  Promotion  was  not  impressed 
with  the  benefits  IBM  offered  to  the  country  in  return 


& 
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strategy  to  press  its  demands  for  approval  of  its 
pro  Ject . 


IBM  s  strategy  involved  lobbying  all  of  the  members 

i 

< 

of  the  NFIC  and  even  President  de  la  Madrid  himself,  * 


convincing  members  of  CANIECE  that  IBM's  proposal 


carried  benefits  for  them,  and  Influencing  public 
opinion  through  a  public  relations  campaign.  ! 

i  i 

i  < 


1  Realizing  that  the  decisionmakers  were  the  members 

of  the  National  Foreign  Investments  Commission,  Manuel  i 

Conde  Palazuelos,  executive  director  of  IBM  de  Mexico,  1 
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personally  lobbied  the  office  of  some  thirty  officials 
at  the  subsecretariat  level.  He  also  met  with  Miguel 
Mancera,  director  of  the  Bank  of  Mexico  and,  as  such,  an 
Informal  member  of  the  so-called  "economic  cabinet, "and 
with  Emilio  Gamboa  Patron,  President  de  la  Madrid's 
personal  seer etar y . [ 29 ] 


i 
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In  a  meeting  In  June  1984  with  the  CANIECE  board  of 
directors  as  well  as  with  the  councils  of  two  CANIECE 
branches  -  Informatics,  and  Parts  and  Components  -  IBM  '< 


de  Mexico  President  Rodrigo  Guerra  made  a  presentation 
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on  the  major  characteristics  of  its  proposed  investment 
project  in  Mexico  outlining  the  benefits  it  would  have, 
especially  for  those  firms  In  a  position  to  supply  parts 
and  components  to  IBM's  manufacturing  project. [30]  Since 
eighty  percent  of  the  companies  in  the  computer  field 
were  in  the  parts  and  components  sector,  IBM's  hope  was 
that  It  could  dilute  AMFABl's  opposition  to  Its 
project.  In  a  press  conference  of  8  October,  Rodrigo 
Guerra  and  Manuel  Conde,  who  besides  being  executive 
director  of  IBM  was  also  Vice  President  of  COPARMEX , 
Mexico's  employer's  association,  again  emphasized  that 
eighty  percent  of  the  national  firms  In  the  electronics 
field  would  benefit  by  IBM's  plans  to  expand  Its 
operations  in  Mex i co . [ 3 1 ] 

Wh  i le  IBM  de  Mexico  President  Rodrigo  Guerra 
related  that  IBM  would  be  willing  to  integrate  local 
components  so  that  they  would  represent  twenty-three 
percent  of  the  total  product,  later  reports  in  the  press 
indicated  that  such  a  low  rate  of  local  content  could  be 
a  sticking  point  in  any  agreement .[ 32 ]  Despite  the 
opposition  from  AMFABI  members  and  some  Mexican 
officials,  IBM,  according  to  the  Washington  Post  and  New 
York  T i mes  apparently  expected  a  favorable  decision  in 


the  Fall  which  would  allow  It  some  exemptions  from  the 
local  content  rules. [33]  The  reports  of  both  of  these 
newspapers,  which  appeared  upbeat  about  IBM's  prospects 
for  approval ,  were  later  interpreted  by  some  as  a  form 
of  pressure  being  applied  on  Mexican  officials  to  decide 
In  IBM's  favor . [ 34 ] 

Besides  the  use  of  the  media,  IBM's  public 
relations  were  designed  to  engender  public  support  for 
IBM  in  general  and  Its  latest  project  in  particular.  It 
Included  presentations  to  the  public  and  to  various 
industrial  and  business  chambers.  Additionally, 
computers  were  donated  to  the  UNAM  (Mexico's  National 
Autonomous  University),  UAM  (Metropolitan  Autonomous 
University),  I PN  (National  Polytechnic  Institute),  ITAM 
(Autonomous  institute  of  Technology  of  Mexico),  I TESM 
(Monterrey  Institute  of  Technology  and  Higher  Studies), 
and  others. [35]  Also  a  part  of  IBM's  publicity  campaign 
were  Its  sponsorship  of  art  exhibitions  and  television 
programs .[ 36 ]  The  campaign  was  an  expensive  one  In 
comparison  to  what  IBM  had  been  accustomed  to  spending 
for  public  relations  In  Mexico. [37] 

None  of  the  efforts  by  AMFABI  or  by  IBM  to  gain 
access  to  decisionmakers  and  press  their  demands 


directly  or  influence  them  Indirectly  In  public  forums 
were  prohibited,  restricted  or  limited  prior  to  the 
official  rejection  In  January  1985.  It  was  clear, 
however,  that  the  public  efforts  to  Influence  the 
decision  did  not  sit  well  with  Mexican  officials  and, 
indeed,  hampered  the  making  of  a  decision  that  would  be 
favorable  to  IBM.  With  opposition  both  from  some  Mexican 
officials  within  SECOF I  and  from  US  as  well  as  national 
computer  makers,  Steve  Frazier  quoted  government 
officials  as  say i ng 

The  government,  however,  hasn't  made  a 
final  decision  on  the  project,  largely  because 
of  the  political  repercussions  of  such  a 
venture . [ 38 ] 


in  fact,  a  non-decision  was  made  In  the  Fall  and  a 
formal  decision  was  not  made  until  January  17,  1985  when 
the  NFIC  unanimously  rejected  IBM's  proposal.  The 
rejection  served  to  close  public  debate  on  the  subject 
and  to  re-open  negotiations  with  IBM  on  a  more  discrete 
basis.  Officials  made  it  clear  that  the  doors  were  not 
closed  to  IBM. [39]  After  reactions  to  the  rejection  had 
died  down  in  the  press,  I ittle  about  new  elements  in  the 
proposal  was  ava i lable  to  them.  For  its  part,  IBM  never 
publicly  announced  the  details  of  its  pr oposa I . [ 40 ] 
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Leaks  that  had  been  previously  blamed  on  disgruntled 
officials  within  SECOF I  were  apparently  stopped.  Edgar 
Gonzalez  Martinez  of  Exce I s i or  reported  that  the  middle 
levels  of  bureaucracy  had  been  skipped  in  the  handling 
of  IBM's  changed  proposal  to  the  extent  that  before 
leaving  for  a  trip  to  Washington  for  the  signing  of  a 
bilateral  trade  agreement.  Hector  Hernandez,  Minister  of 
SECOF I ,  personally  received  IBM's  new  proposal  and 
shared  the  document  with  no  one. [41]  Lacking  any  details 
to  share  with  the  public,  Gonzalez  concluded  that  the 
new  negotiations  were  wrapped  In  mystery  and  began  to 
“smell  like  dup I  i  c  i  ty .  " [ 42 ]  When  news  did  leak  of 
elements  of  IBM's  proposal,  it  had  the  marks  of  coming 
from  the  Foreign  Investments  office,  and  not  from 
Industrial  Promotion.  New  elements  mentioned  were  a 
commitment  by  IBM  to  increase  its  incorporation  of  local 
content  to  80  percent  of  its  product  and  to  introduce 
new  technology  within  six  months  of  its  appearance  in 
the  United  States.  The  fact  that  these  bits  of 
information  were  accompanied  by  statements,  such  as 
"Mexico  is  definitely  interested  in  foreign  investment,” 
"the  law  on  that  matter  is  sufficiently  flexible  to 
permit  even  firms  with  100  percent  ownership,"  and  by 
the  provision  of  a  I ist  of  nine  companies  that  had 
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recently  been  granted  100  percent  f ore i gn-owned 
operations  In  Mexico,  all  suggest  that  the  Information 
source  was  the  Foreign  Investments  Regulation 
Subsecretar i at . [43 ] 

By  the  time  news  of  the  approval  was  pr e-announced 
in  mid-June  and  officially  confirmed  on  23  July  1984, 
the  public  debate  that  had  forced  a  postponement  and 
subsequent  rejection  to  IBM's  proposal  had  been  absent. 
IBM  had  given  up  Its  publicity  campaign.  AMFAB I  members 
also  had  cut  back  on  public  demand-  making.  Frustrated, 
however,  over  lack  of  response  to  a  letter  the 
association  had  addressed  on  10  July  1984  to  SECOF I 
Minister  Hector  Hernandez  with  copies  to  Senator  Jose 
Antonio  Padilla  Segura,  Chairman  of  the  Senate's 
Commission  on  Informatics  Policy,  to  Silvestre 
Fernandez,  President  of  CONCAMIN  and  to  Antonio  Castro, 
President  of  CAN  I ECE ,  AMFABI  published  the  letter  In 
Exce I s l or  on  9  August  1985.  The  letter  had  expressed 
concern  over  reports  that  IBM's  project  had  been 
approved  effectively  eliminating  the  market  reservation 
under  which  they  had  been  operating.  But,  apparently, 
by  the  time  Hector  Hernandez  received  the  letter,  It  was 


too  late  to  make  any  difference 


the  decision  had 
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already  been  made. [44] 


Hence,  while  the  government  had  placed  no  limits  on 
the  making  of  demands  prior  to  the  rejection  of  IBM's 
proposal,  after  the  rejection  public  demand-making 
dramatically  dropped  suggesting  that  at  least  an 
informal  agreement  had  been  reached  between  the 
government  and  the  competing  parties  on  an  appropriate 
forum  to  handle  such  demands. 


Dec ision  Invisibilit' 


As  its  final  determining  character l st l c ,  the 
authoritarian  decision-making  model  asserts  that 

Patrimonial  leadership  will  make  It 
difficult  to  trace  the  origins  of  a  decision: 

The  leader,  as  head  of  a  set  of  patrimonial 
staff  arrangements,  will  be  able  to  requ i re 
his  immediate  subordinates  to  forward  all 
ideas  for  decisions  to  him  and  to  refrain  from 
taking  credit  for  such  Ideas. [45] 


n  contrast,  the  legal  ruiership  of  a  democratic  regime 
s  predicted  to 

1 imit  the  prerogatives  of  the  democratic 
decisionmakers  whose  behavior  must  conform  to 
legal  rules.  it  will  also  make  the  decision 
making  process  more  complicated  and  of  longer 
duration-,  the  autonomous  groups  will, 
therefore  have  numerous  opportunities  to  form 
horizontal  alliances  among  themselves  and  to 
inititate  demands  that  reflect  class 
i nterests . [46] 


On  close  examination  it  appears  that  the  latter 
more  accurately  describes  the  IBM  case  than  does  the 
former.  AMFAB I  members  formed  an  alliance  with  national 
computer  manufacturers  and  with  leftist  nationalist 
parties  to  make  their  case  against  IBM.  The  prerogatives 


of  the  National  Foreign  investment  Commission  would 
certainly  seem  to  have  been  limited.  If  not  by  laws  then 
certainly  by  the  rules  of  the  Computer  Plan  which  had 
been  applied  to  other  computer  manuf acturers  as  though 
they  had  the  force  of  law.  They  were  I imlted  not  only 
by  the  rules  themselves  but  by  Interest  group  activity 
on  the  part  of  AMFAB I  members  who  insisted  that  these 
rules  be  offlcialy  promulgated  and  that  they  continue  to 
be  Implemented.  These  limitations  did  complicate  and 
lengthen  the  decision  making  process  such  that  a 
postponement  and  rejection  of  IBM's  proposal  was 
necessary  before  an  approval  to  IBM  could  be  given  that 
was  politically  acceptab I e . [ 47 ] 

Nor  was  It  difficult  to  trace  the  origins  of  the 
final  decision  when  It  came.  Although  the  prerogative 
of  deciding  on  such  cases  fel I  to  the  Foreign  Investment 
Commission,  the  President  himself  was  Intimately 
Involved  in  the  final  stages  of  the  decision.  The 


po  I  icy  of  promoting  foreign  investment  actively  and 
selectively  was  his[48].  He  had  personally  assigned 
Adolfo  Hegewisch  to  the  post  of  Foreign  Investments 
Regulation  and  Technology  Transfer  for  this  purpose. 
Al  I  of  the  ministers  on  the  Foreign  Investment 
Commission  reported  to  the  President.  And  he  had  been 
lobbied  both  by  IBM  President  Akers  In  July  of  1984  as 
we l l  as  by  Manuel  Conde  Palazuelos  through  Em i l lo 
Gamboa,  his  personal  secretary.  When  he  had  travelled 
to  Europe  to  personally  encourage  increases  In  foreign 
investment  to  Mexico,  oil  prices  had  begun  to  fall  and 
promised  to  fall  further.  When  Hegewisch  released  the 
news  from  Belgium  that  an  "agreement  In  principle"  had 
been  reached  with  IBM,  there  was  no  doubt  that  it 
carried  presidential  approval: 

it  is  anticipated  that  the  agreement  wi I l 
be  signed  in  a  little  more  than  a  month  after 
the  President's  return.[49] 

Wh i le  the  Foreign  Investment  Commission  approved  several 
projects  of  foreign  investment  announced  on  24  July 
1985,  officials  in  SECOF I  as  well  as  in  private  industry 
made  it  clear  that  the  decision  regarding  IBM  had  been 
made  at  the  level  of  Minister  Hector  Hernandez  and 
»res i dent  de  la  Madrid. [50]  While  there  was  division 


among  the  middle  and  lower  tiers  of  officials  and  an 


i nab i 1 ity  to  decide  even  at  the  cabinet  level  of  the 
members  of  the  NF I C ,  who  in  the  Fa  I  I  had  postponed  the 
decision,  it  was  no  secret  that  the  final  approval  of 
IBM's  project  was  fully  sanctioned  by  the  President. 


Cone  I  us  I  on  i 


The  process  by  which  the  decision  was  reached  on 
the  IBM  case  had  some  elements  of  an  authoritarian 
decision-making  model  with  regards,  particularly,  to  the 
limitation  of  demands  after  the  rejection.  However, 
elements  of  politicking  and  rational  policy  are  evident 
as  we l I .  It  is  clear  that  AMFABI  and  IBM  acted  as 
interest  groups  to  raise  issues  and  to  exert  pressure  to 
have  their  demands  accepted.  While  AMFABI  was 
unsuccesfu I  In  getting  the  Computer  Plan  pub  I  I  shed  which 
would  have  continued  to  guarantee  them  a  protected 
market  reservation,  IBM  was  successful  in  getting 
substantially  what  it  had  demanded  -  the  right  to 
manufacture  microcomputers  in  Mexico  under  a  100  percent 
equity  arrangement.  The  final  decision  to  approve  IBM's 
proposal  is  one  which  can  be  traced  to  the  President 
himself.  Even  though  he  did  not  make  a  public 
pronouncment  on  the  matter,  it  was  certainly  consistent 
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with  his  announced  policies. 


Hence  the  IBM  case  cannot  be  ful ly  explained  by  the 
authoritarian  decision-making  model.  Even  if  the  IBM 
decision  had  been  made  In  accordance  with  the 
aut hor i tar i an  decision-making  model  (demand-decision 
gap,  limitation  of  demands,  and  decision  invisibility) 
certain  questions  about  the  dec  I s I on-mak I ng  process 
would  still  remain  unresolved.  Why,  for  Instance,  was 
it  desirable  to  open  up  to  foreign  investments  in  the 
first  place?  What  was  the  actual  process  by  which  IBM's 
proposal  was  handled  within  the  decision-making 
bureaucracy  that  would  make  the  opening  to  foreign 
investment  possible  and  workable?  And  what  was  the 
process  by  which  the  decision  to  allow  IBM  a  100  percent 
stake  in  microcomputer  manufacturing  in  Mexico  made 
acceptable?  These  are  questions  treated  in  the 
fol lowing  chapters.  In  the  next  chapter  I  discuss  the 
IBM  position  from  a  rational  policy  perspective  to 
determine  why  it  was  desirable  for  Mexico  to  encourage 
foreign  investment  in  industrial  sectors  including 
computers  and  seek  to  gauge  to  what  extent  this  model 
can  explain  the  final  decision. 
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various  sets  of  consequences,  I  move  into  the  IBM  case 
and  explore  the  estimates  for  Mexican  development  within 
the  computer  industry  provided  by  the  AMFAB I  and  IBM 
options.  Finally,  in  examining  the  net  valuation  of 
each  of  these  consequences,  I  look  at  what  analyses  were 
generated  within  the  sectors  of  SECOF I  representing  both 
s i des . 


Values  and  Objectives 

As  the  rational  policy  model  assumes  a  unitary 
actor,  it  is  appropriate  to  explore  the  values  and 
objectives  of  the  Mexican  president,  Miguel  de  la  Madrid 
Hurtado,  "the  embodiment  of  the  Mexican  government,  ','2] 
as  the  unitary  actor  upon  whom  we  can  focus  our 
attention  for  the  purposes  of  developing  this  model  to 
explain  the  IBM  case. 

The  primary  charge  of  any  incumbent  of  the  Mexican 
presidency  since  the  Cardenas  years  has  been  to  maintain 
the  stability  of  the  political  system. [3]  The  formula 
for  doing  so  has  been  the  promulgation  of  po I icies  to 
encourage  and  sustain  rapid  economic  growth. [4]  The 
administration  that  de  la  Madrid  inherited  was  in 


aeneral  economic  crisis  jeopardizing  this  formula,  which 


had  worked  well  In  the  past.  With  a  total  external  debt 
of  $95  billion,  de  la  Madrid's  first  priority  on  coming 
to  office  was  an  immediate  reordering  of  the  economy 
with  a  short  term  objective  of  coping  with  the  financial 
crisis  and  surmounting  it  as  quickly  and  equitably  as 
possible.  The  long  term  objective  was  to  reestablish 
the  future  development  of  the  country  on  a  more  solid 
economic  basis.  Among  the  values  he  had  expressed 
during  his  campaign  to  tie  his  candidacy  and  presidency 
to  the  Mexican  revolution  and  the  constitution  were  the 
f  o I  lowing: 

1.  Nationalism  -  i.e.,  political,  economic,  and 

cultural  Independence 

2.  Mixed  economy 

3.  Economic  liberties 

4.  State  guidance  of  the  economy 

5.  International  Ism 

6.  Popular  participation^] 


These  values  reflect  basic  elements  of  what  Brandenburg 
called  the  “Revolutionary  Creed"  or  "fundamental 
objectives  guiding  Mexico  under  Revolutionary 
leadership."  Brandenburg's  i nter pretat i on  of  these 
ob  ject i ves  is  that 

state  intervention  is  indispensable  to 
economic  growth;  that  social,  political,  and 
economic  integration  on  a  national  scale  are 
i n t r i ns i ca I  l  y  good;  and  that  international 
stature  is  gained  and  held  by  adherence  to 
recognized  principles  of  diplomatic 
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conduct . [ 6  ] 

The  importance  of  noting  the  expressed  values  of  the 
ruling  elite  is  suggested  by  Joseph  Spengler  whose 
thes is  is  that 

the  state  of  a  people's  politico-economic 
development  together  with  Its  rate  and 
direction,  depends  largely  upon  what  Is  In  the 
minds  of  the  elites. [7] 

On  the  other  hand,  as  the  gap  between  rhetoric  and 
performance  has  often  been  great, [8]  the  measure  to 
which  the  IBM  decision  represented  the  policy 
pronouncements  on  Industrial,  technology  and  foreign 
investment  policy  will  be  examined.  But  first,  we  need 
to  flesh  out  the  policy  pronouncments  of  President  de  la 
Madrid  which  reveal  his  values  and  objectives  In  these 
areas . 

Whereas  the  expressed  values  set  forth  the  goals 
that  are  desirable  to  achieve  or  at  least  strive  for, 
the  objectives  are  those  intermediate  targets  that 
constitute  a  strategy  by  which  those  goals  are  to  be 
achieved.  in  the  area  of  economic  policy,  those 
expressed  by  de  la  Madrid  which  are  relevant  to  our 
study  are  the  fol lowing: 


1.  Democratic  planning 

2.  Reorientation  of  the  productive  plant 

3.  independence  and  widening  external  economic 
re  I  at i ons 

4.  Foreign  investment  regulation 

5.  Financing  deve I opment . [ 9 ] 


The  objective  sought  through  democratic  planning  Is 

to  respond  to  the  demands  and  aspirations 
of  the  majority,  harmonizing  the  interests  of 
the  State,  the  workers  and  national 
entrepreneurs  with  the  end  of  accelerating 
soc i a  I  change . [ 1 0 ] 


That  of  reorienting  the  productive  plant  has  as  Its 
purpose  the 

strengthening  of  the  production  of  basic 
goods  -  and  especially  the  Internal  production 
of  capital  goods  -  as  a  requisite  to  reach 
high  rates  of  growth  with  an  accompanying 
generation  of  emp 1 oyment .[11] 


The  objective  of  fostering  Independence  and  external 
economic  relations  has  as  its  purpose 

the  stimulation  of  modernization  and  the 
efficiency  of  the  productive  plant,  the 
stimulus  to  non-petroleum  products,  the 
rationalization  of  imports  and  the  gradual 
elimination  of  excessive  protect i on i sm , 
reduction  of  the  external  deficit,  the 
strengthening  of  financial  independence,  and 
the  reduction  of  the  national  debt  as  a 
proportion  of  gross  national  product.[12] 


With  respect  to  foreign  investment,  r he  objective  is  to 
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subject  It  to  established  legislation  and 
;  direct  It  oward  projects  of  social  priority. 

We  will  not  a l low  its  acceptance  to  provoke  a 
substitution  for  national  enterprises  already 
established  and  will  demand  that  their  exports 
l  at  least  equal  the  quantity  ^.f  profits 

\  remitted  abroad. [13] 


Finally,  with  respect  to  the  financing  of  development, 
the  objective  was  to 

advance  the  strategy  of  new  forms  of 
financing  development  by  means  of 
strengthening  internal  savings  and  the 
reduction  of  dependence  on  external 
sav I ngs . [ 1 4 ] 


with  these  stated  values  and  objectives,  we  turn  to 
the  task  of  seeing  how  they  may  have  informed,  infused 
and  directed  the  actual  policies  that  were  adapted  from 
among  the  perceived  alternative  courses  of  action.  In 
doing  so,  we  realize  that  they  are  a  continuation  and  an 
extension  of  previous  policies  which  likewise  purported 
to  be  a  product  of  Mexico's  revolution  and  resultant 
constitution.  It  is  in  that  light  that  we  also  look  at 
pertinent  existing  policies,  primarily  the  Law  on 
Foreign  Investment  and  the  development  program  for  the 
electronics  Industry. 


Alternative  Courses  o f  Act i o n 


The  two  most  obvious  options  facing  Mexico  in  the 
search  for  a  sense  of  direction  at  the  start  of  a  new 
sexenio  which  would  lead  out  of  economic  crisis  and 
rekindle  the  Mexican  "miracle"  were  the  continued  Inward 
development  policies  via  import  substitution  and  a  more 
outward  development  model  via  export  promotion 
policies.  in  the  case  of  Mexico  these  became 
popularized  as  the  "nationalist"  project  and  the 
"neo-i  iberal  "  project.  These  options  were  best 
articulated  in  1981  by  Rolando  Cordera,  economics 
professor  at  UNAM ,  and  Carlos  Tello,  also  an  economics 
professor  at  UNAM  who  had  held  posts  In  the  government 
bureaucracy  Including  Secretary  of  Programming  and 
Budget  under  President  Lopez  Portillo  until  1977  and  as 
head  of  the  Bank  of  Mexico  from  September  to  December, 
1982. [15]  Levy  and  Szekely  consider  these  options  as  an 
e i ther-or  proposition  and  include  in  their  analysis  of 
Mexico's  development  options  a  Marxist  model  and  what 
they  call  "the  regime's  mode  I "  -  basically  a 
continuation  of  the  PR  I  ' s  rapid  growth  formula  of  the 
previous  forty  years  expressed  as  options  for  the  1980s 
in  the  Industrial  Plan  and  the  Global  Development  Plan, 
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1980-1982. [ 16] 


The  Marx  I 

st  model 

d  i  d 

not 

have  much 

support.  The 

thrust  of  th 

I  s  mode 
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i  s 

toward 
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r evo 1 ut i onary 

transformat i on 

of  soc 

i  ety 
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n  econom i c 
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enta i Is  soc i a 

1 i zat i on 

of 

the 

means 

of 

product i on . 

Consequent  1 y , 

it  opposes 

the 

regime 

'  s 

efforts  at 

r epr i v i t i zat i on  of  the  economy.  Its  position  on  other 
economic  policies  have  already  been  staked  out  by  the 
nationalist  left:  In  favor  of  nationalizations,  fiscal 
reform,  a  more  limited  role  for  foreign  Investment, 
expropriation  of  large  landholdings,  and  unemployment 
benefits  for  those  who  cannot  find  Jobs.  Politically, 
the  Marxist  left  emphasizes  autonomy  from  the  state.  A 
political  regime  under  the  Marxist  left  would  not 
include  the  PR  I  .  Whereas  the  working  class  would  be  in 
alliance  with  the  state  under  the  nationalist  left 
vision,  under  the  Marxist  vision  the  working  class  would 
pursue  its  interests  Independently.  The  Marxist  left 
claims  to  foster  the  democratization  and  independence  of 
labor  unions,  the  independent  organization  of  peasants, 
and  freedom  of  dissent.  It  claims  to  support 
democratization  in  the  political  process  and  would  grant 


more  power 


to  the  Chamber  of  Deputies,  where  it 


participates,  and  less  to  the  President.  There  are  many 
reasons,  however,  why  this  model  lacks  broad  support  - 
the  political,  economic  and  social  cost  of  a  revolution; 
lack  of  belief  in  Marxist  commitments  to  democracy;  and, 
simply,  lack  of  support  for  Marxist  doctrine  when  other 
viable,  less  radical  alternatives  exist. [17] 

On  the  other  hand  the  Global  Development  Plan, 
which  cal  led  for  a  promotion  of  exports,  was  the  work  of 
the  Secretariat  of  Planning  and  Budget  headed  by  de  la 
Madrid.  Hence  It  stood  a  better  chance  of  being 
i ncorporated  Into  Mexico's  (the  regime's)  development 
model  under  de  la  Madrid's  own  administration.  The 
industrial  Plan,  which  called  for  an  expansion  of 
industry  to  satisfy  domestic  demand,  had  been  elaborated 
under  Jose  Andres  Oteyza,  Secretary  of  Natural  Resources 
and  industrial  Development  (SEPAFIN).  It  expressed  a 
more  nationalist  per spect I ve . [ 1 8 ] 

The  nationalist  project  as  defined  by  Cordera  and 
Tel lo  had  perspectives  with  regards  to  industrial, 
foreign  investment  and  technology  po I  icy  that  differed 
substantially  from  the  neol iberal  project.  The 
national  ist  project's  industrial  po I  icies  would  seek  an 
expansion  of  industry  under  state  control  that  would 
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review  protectionist  polices  within  a  framework  of  more 
refined  industrial  planning  while  aiming  to  achieve 
autonomous  development  in  alliance  with  selected  members 
of  the  entrepreneurial  camp.  With  respect  to  foreign 
capital,  the  nationalist  project,  unlike  the  neoliberal 
project,  does  not 

exclude  foreign  capital,  but  seeks  to 
subject  it  to  Its  own  program  and  to  achieve  a 
tignter  integration  of  the  national  economy 
and  under  a  different  scheme  of 
pr I  or i t I es . [ 1 9] 


With  respect  to  technology,  the  Industrial  project 
recognizes  the  need  for  advanced  technology  for 
modernization  and  growth: 

industries  such  as  energy, 
petrochemicals,  steel  and  fertilizers  will 
have  to  continue  to  grow  using  advanced 
technologies  that  are  intensive  in  the  use  of 
capital  per  unit  of  product i on . [20] 


in  sum,  the  nationalist  project  calls  for  an  expressed 
policy  of  vertical  Integration  of  industry,  of 
determining  the  role  and  degree  of  participation  of 
foreign  capital  and  of  attentiveness  to  matters  relating 
to  higher  education,  science  and  techno  I ogy . [ 2 i ] 


Both  the  neo-liberal  project  and  the  nationalist 
project  sought  increased  growth  through  the  expansion  of 


r; 


Industry.  However,  whereas  the  nationalist  project 
sought  autonomous  development,  the  neo-llberal  project 
sought  Mexico's  integration  Into  the  world  economy 
through  industrial  specialization  and  industrial 
complementarity.  Hence,  the  neo-liberal  project  would 
emphasize  horizontal  rather  then  vertical  integration. 
The  government  would  decrease  Its  role  In  the  economy. 
The  resultant  deregulation  would  favor  large 
entrepreneurs  rather  than  workers  and  small  and  medium 
Industrialists  who  were  protected  from  external 
competition  by  government  regulatory  policies.  In 
fostering  a  trade  policy  that  would  decrease 
protectionism  and  promote  exports,  entry  into  the 
General  Agreement  on  Tariffs  and  Trade  (GATT)  would  be  a 
logical  step.  While  not  specifically  elaborating  a 
policy  on  foreign  Investment,  the  neoliberal  policy 
would  seem  to  look  favorably  upon  Its  role  since  it 
favored  local  investors  who  associated  with  foreign 
capital.  While  a  technology  policy  was  also  not 
specifically  addressed  In  Cordera  and  TeMo's 
formulation,  It  could  be  deduced  from  arguments  on 
Industrial  specialization  and  industrial  complementarity 
that  areas  for  technological  development  were  to  be 
carefully  chosen  while  employing  technology  widely 
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available  for  modernization  and  growth  in  other  sectors, 
as  in  the  nationalist  model. [22] 


A  basic  outline  of  the  differences  between  the  two 
models  with  respect  to  industrial  policy  appears  In 
Table  3.  As  Cordera  and  Tel lo  realized,  neither  of  these 
projects  had  the  prospect  of  being  fully  realized: 

The  politico-economic  combination  that 
results  -  and  the  weight  that  each  project 
assumes  -  In  the  social  reality  of  tomorrow 
will  be  products  of  the  struggle  among 
classes,  of  the  forms  and  propensities  that 
state  activity  takes  on,  and  of  the  degree  of 
organization  and  persistence  demonstrated  by 
the  social  forces  promoting  them. [23] 


Table  3 

Contrasts  Between  Nationalist  and  Neo-Liberal  Projects 


Deve I opment 
Goa  I  s 

I ndustr I  a  I 
Strategy 

Government ' s 
Ro  I  e 

Groups 

Favored 


Nat  I ona list 


autonomy 


satisfy  local 
demanc 

re gu I  at i on 


sma I l  and  med i urn 
entrepreneurs 


Neo-L i ber a l 


I ntegrat i on 


promote 

exports 

der egu I  at  I  on 


large 

entrepreneurs 


Source:  Adapted  from  Rolando  Cordera  and  Carlos  Tello, 
Dlsputa  por  la  Nac I  on  (Mexico,  D.F.:  Slglo  Veintluno 
Ed  I  tores ,  S . A .  ,  1981). 
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As  it  turned  out,  the  po  I icies  adopted  by  the  de  la 
Madr id  administration  foil  owed  neither  the  national  1st 
nor  the  neoliberal  model  entirely  but  incorporated 
elements  of  both.  In  the  interests  of  insuring 
stability  the  administration  attempted  to  steer  the 
middle  course  In  keeping  with  Levy  and  Szekely's  "regime 
model."  While  de  la  Madrid  couched  his  campaign  in  the 
rhetoric  of  the  "nationalist"  project,  In  reality  his 
administration  began  to  steer  Industrial  policy,  out  of 
necessity,  in  the  neollberal  direction.  The  attempt  to 
steer  a  middle  course  In  the  search  for  a  consensus  is 
evident  in  the  Immediate  Program  for  the  Reordering  of 
the  Economy  (PIRE,  Programs  Inmedlato  de  Reordenacion 
Economica)  declared  upon  assuming  office  on  1  December 
1982  and  expanded  in  a  message  to  Congress  on  7 
December.  This  middle  course  persists  in  the  National 
Development  Plan,  1983-1988  (PND,  Programs  Naclonal  de 
Desarollo ,  May  1983),  the  Foreign  Investment  Guidelines 
(17  February  1984);  the  National  Program  for  Industrial 
Promotion  and  Foreign  Trade  (PRONAFICE,  Programs 
Nacional  de  Fomento  Industrial  y  Comer c I o  Exterior,  31 
July  1984);  and  the  National  Program  for  Technology  and 
Science,  1984-1988  (PRONDETYC,  Programa  Nacional  de 


Desarollo  Tecnoiogico  y  Cientific o,  22  August  1984). [24] 


1  59 


.IV  t 


P  IRE 


The  "nationalist"  elements  in  the  P I  RE  included  the 
protection  of  emp I oyment ,  the  channelling  of  credit  to 
national  development  priorities  and  the  strengthening  of 
the  principle  of  the  guidance  of  the  state  ( rectoria  del 
estad o)  in  the  mixed  economy.  Neoliberal  elements  were 
also  present  in  the  Interest  to  regularize  the  exchange 
rate  under  the  monetary  authority  of  the  State.  While 
P l RE ' s  immediate  concerns  were  the  Increase  In  internal 
savings,  the  reduction  of  Inflation,  and  the 
stabilization  of  the  foreign  exchange  market,  concerns 
for  protecting  the  productive  plant  required  an  emphasis 
on  modernizing  it  in  accordance  with  criteria  for 
increased  productivity  that  would  avoid  waste  and 
incorporate  technological  change  while  maintaining 
"national"  priorities,  whose  definition,  now  Included 
strengthening  the  Internal  market  and  making  it 
competitive  with  world  trade  markets. 


Like  P I  RE ,  the  PND  included  elements  of  both  projects  in 
setting  the  gu i de I i nes  for  structural  change  that  were 
to  constitute  Mexico's  response,  at  least  during  the  de 
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integrate  into  the  world  economy.  Responding  to 
Mexico's  present  economic  conditions  required  a 
nationalistic  (  I  nwar d- I ook I ng )  approach  Put  Integrating 
Mexico  into  the  world  economy  in  order  to  best  meet  the 
internal  challenges  required  a  neo-liberal 

( outward- l ook l ng )  approach.  Based  on  a  diagnosis  of 
structural  deficiencies  In  the  industrial  plant  and  a 
strategy  of  development  that  failed  to  sufficiently 
consider  the  economic  link  to  the  world  economy, [25]  the 
plan  proposes  a  more  efficient  link  with  the  world 
economy,  particularly  In  the  areas  of  trade,  external 
finance,  foreign  investment, 

transfer . [26] 


and 


techno  I ogy 


The  general  guidel I nes  of  strategy  for  the  sectoral 
policy  relating  to  industrial  development  and  foreign 
trade  expresses  the  goal  of  vertical  integration  of  the 
national  ist  project  and  the  goal  of  the  neo I  iberai 
project  to  expand  exports.  The  objective  is 


developing  an  internal  market  which  will 
impel  an  industrial  sector  that  will  be 
inwardly  integrated  and  outwardly 
competitive.  Consolidation  of  this  ample 
market  is  an  essential  condition  for  effective 
integration  of  the  productive  apparatus,  an 
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advance  in  productivity,  and  the  realization 
of  an  export  capacity,  which  proceeds  from 
economies  of  scale. [27] 


Technology  Is  seen  as  a  key  element  in  achieving 


this  strategy: 


The  effort  to  adapt  and  develop 
technology  allows  an  Increase  in  productivity 
and  an  opening  of  new  options  for  substituting 
imports  of  Intermediate  and  capital  goods  and 
of  Increasing  non-petroleum  exports. [28] 


The  contribution  of  foreign  investment  Is  also 


recognized  In  this  regard 


In  the  process  of  expansion, 
diversification  and  modernization  of  the 
national  productive  plant,  resources  from 
abroad  -  technological,  administrative  and 
financial  -  shall  be  utilized  in  a 
complementary  manner  and  shall  be  oriented  in 
accordance  with  the  priorities  of  the  strategy 
of  development  In  order  to  maximize  their 
contribution.  When  convenient,  these 
resources  shall  be  obtained  separate  I y ...  when 
it  is  more  beneficial  to  obtain  these 
resources  in  a  combined  form,  direct  foreign 
Investment  shall  be  ut I  I  I  zed . [ 29 ] 


As  foreign  investment  has  been  a  particularly  thorny 


issue  In  Mexico  since  the  days  of  the  revolution  when 


foreign  investment  dominated  the  economy, [30]  the 


guidelines  specify  that  policy  with  regards  to  foreign 


nvestment  ought  to 


assure  that  foreign  capital  does  not  acquire 
efficient  firms  already  established  or  dominate 
priority  branches  of  Industry 
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establish  formulas  that  orient  the  contribution  of 
foreign  investment  to  the  balance  of  payments  and 
to  elevate  national  technological  development 
modify  the  passive  and  regulative  attitude  on  entry 
and  adopt  an  active  strategy  in  those  branches  that 
efficiently  substitute  imports  and  generate  exports 
with  advanced  technologies  In  compliance  with 
previous  i  nd i cat i ons . [ 3 1 ] 


In  so  doing,  the  PND  Insures  that  foreign  Investment 
policy  continues  to  protect  domestic  investment  and 
regulate  foreign  investment  whl le  now  also  becoming 
promotional  in  selected  areas.  Additionally,  an 
important  link  is  established  between  foreign 
investment,  technology  and  competitiveness  in  exports. 


Selected  areas  In  which  foreign  investment  is 
welcome  include  the  high  technology  areas  of 
electronics,  microcomputers  and  sem i conductor s .[ 32 ]  The 
objective  of  targeting  the  electronics  Industry  as  a 
priority  industry  was  twofold: 

on  the  one  hand,  the  development,  in 
close  linkage,  of  the  scientific 
i nf restructure  and  the  necessary  productive 
base;  on  the  other,  the  promotion  of  I i nes  of 
production  in  priority  areas  where  levels  of 
efficiency  are  attainable  through  the  size  of 
the  market  and  where  the  cost  of  entry  in 
terms  of  research  and  development  make  if 
feasible. [33 ] 


That  foreign  investment  is  to  serve  a  complementary, 
cooperative  function  in  this  area  is  evident  in 
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expressed  po I  icy: 


the  importance  of  inputs  will  be  favored 
over  imports  of  finished  products  and  a  better 
utilization  of  foreign  technology  will  be 
sought  promoting  programs  of  co- i nvestment 
with  foreign  capital  launching  cooperative 
schemes  in  the  area  of  design,  production  and 
market i ng . [ 34 ] 

Foreign  Investment  Guidelines 

The  intent  expressed  In  the  PND  to  promote  foreign 
investment  material  I  zed  in  the  new  administration's 
first  year  in  office  through  the  creation  of  the 
Subsecretariat  of  Foreign  Investment  Regulation  and 
Technology  Transfer  within  SECOF I  on  10  October 
1983. [35]  Adolfo  Hegewisch,  a  close  associate  of 
President  de  la  Madrid  tapped  to  head  the  new  office, 
expressed  his  mandate  on  foreign  investment  In  the 
foi  lowing  terms:  "We  need  about  a  bill  Ion  do  I  I ars  a 
year.  And  I  am  convinced  that  we  can  get  It. "[36]  While 
this  statement  foreshadowed  the  promotional  aspects 
under  which  the  majority  foreign  investment  would  be 
allowed,  the  traditional  objectives  of  protecting 
national  industry  and  regulating  foreign  investment  were 
not  to  be  abandoned  as  the  title  itself  of  the 
Subsecretariat  suggests.  Hence,  SECOF I ' s  "Guidelines  on 
roreign  investment  and  Objectives  for  Their  Promotion" 


pub l ished  on  17  February  1984  state  that  the  po l icy  of 
encouraging  foreign  Investment  is  to  be  not  only  active 
and  systematic,  but  also  selective  based  on  criteria 
which,  aside  from  the  positive  contribution  to  national 
development  that  It  stipulates,  voices  the  concern  that 
foreign  investment  must  not  have  the  adverse  effect  of 
displacing  domestic  i nvestment . [ 37 ]  The  belief  that 
investments  that  meet  certain  criteria  will  not  displace 
national  investment  is  also  expressed.  These  criteria 
are  that  the  investment 

1.  generate  a  positive  foreign  exchange  balance; 

2.  be  capable  of  Incorporating  and  adapting  proper 
techno l og I es ; 

3.  contribute  to  national  scientific  and 

technological  development;  and 

4.  involve  a  high  investment  per  man  emp l oyed . [ 38 ] 

Among  the  priority  industrial  areas  identified  as 
susceptible  of  receiving  majority  direct  foreign 
investment  subject  to  consideration  by  the  National 
Commission  on  Foreign  investment  were  electronic 
eautpment  and  devices  to  include  computation  equipment, 
parts,  and  components  and  assorted  electronic  mater  ials, 

parts,  anc  components. [39]  Hence,  while  maintaining  a 

-  a  t  . c  n  a  '  perspective,  it  was  evident  that  Mexico  was 

~’Cd  fy  n g  ts  policies  so  as  tc  incorporate  Mexico  more 

"C-pet  t  ve i y  into  the  world  economy . 


PRONAF ICE 


PRONAFICE  in  fact  made  it  explicit  that  the 
nationalist  project  emphasis  on  import  substitution  is 
not  exclusive  of  the  neoliberal  emphasis  on  the 
promotion  of  exports: 

The  traditional  strategy  of 
industrialization  establishes  two  exclusive 
options  for  growth:  through  the  substitution 
of  imports  or  through  the  promotion  of 
exports.  In  the  Mexican  case,  these 
alternatives  do  not  provide  a  viable 
str ategy . . . The  strategy  of  structural  change 
combines  the  necessity  of  strengthening  the 
internal  market  and  Increasing  the  Integration 
and  efficiency  of  the  national  plant  In  order 
to  confront  a  world  economy  that  Is  in 
constant  change. [40] 


The  principal  pivots  of  industrialization  were  then  to 
be  an  indigenous  sector,  which  accounts  for  two  thirds 
of  production  and  employment;  an  export  sector  to 
finance  imports-,  and  a  third  sector  which  continues  the 
selective  substitution  of  imports  but  at  a  slower  pace 
than  previously  f o I  I  owed  .  [ 4 1 ]  In  effect,  the  need  to 
export  receives  a  higher  priority  than  the  import 
substitution  process  without  abandoning  the  ISI  model 
altogether.  Rather,  the  protectionism  which  accompanied 
the  ISl  model  is  to  be  rational  I  zed  so  as  to  make 
industry  more  competitive  in  world  markets: 


The  policy  of  protection  rejects  as  much 
a  wide  open  liberalization  of  trade  as  it  does 
the  excessive  protectionism  of  national 
industry.  The  objective  is  to  rationalize 
protectionism  so  as  to  modernize  the 
productive  plant  and  increase  competitiveness 
at  the  International  level. [42] 

Besides  policies  of  protection,  policies  of  promotion 
and  regulation  are  addressed  as  well.  The  program 
identifies  four  policy  areas  considered  most  important 
in  promoting  the  strategy  of  structural  change  in 
industry  and  foreign  trade:  finance,  the  industrial 
sector  of  state  enterprises,  the  development  of 
technology,  and  industrial  location  st r ateg i es . [ 43 ]  The 
policies  of  regulation  that  are  emphasized  are  two: 
first,  one  that  regulates  prices  so  as  to  protect 
purchasing  power,  promote  the  production  of  basic  goods, 
and  generate  adequate  profits;  and,  secondly,  one  that 
effectively  regulates  yet  promotes  foreign  Investment  in 
a  way  to  benefit  the  national  economy. [44] 

As  is  now  clear,  the  pattern  of  combining  elements 
from  both  the  national ist  and  the  neo- I iberal  projects 
is  an  attempt  to  forge  a  consensus  which  may  be  more 
"hetoricai  then  dec i s i ve . [ 4 5 ] 


PRONDETYC 


This  is  no  different  than  the  case  of  the  National 
Program  for  Technology  and  Science.  This  program  was 
announced  on  August  22,  1983  by  the  Secretary  of  Public 
Education,  Jesus  Reyes  Heroles.[46]  The  program 
establishes  as  Its  general  objectives  the  generation  of 
scientific  and  technological  solutions  to  economic  and 
social  problems  and  the  reduction  of  external  technical 
dependence . [47 ]  it  designates  the  electronics  industry 
as  one  of  eleven  national  priority  areas  for  a  research 
and  development  effort. [48]  The  focus  on  the  electronics 
industry  is  on  the  design  of  technologies  for  the 
manufacture  of  materials  and  components  and  the  national 
production  of  certain  raw  materials,  equipment  and 
computer  programs . [49]  The  program  clearly  favors 
national  firms  in  the  instrumentation  of  policy: 

Credit  and  fiscal  preferences  will  be 
given  to  investments  in  productive  plants 
based  on  technology  of  national  origin  and  to 
firms  that  design  or  establish  explicit 
programs  to  administer  and  develop  their  own 
technology. [ 50 ] 

On  the  other  hand,  the  necessity  of  accommodating 
contributions  of  foreign  investment  and  technology 
transfer  are  acknowledged: 


The  regulations  on  foreign  Investment  and 
the  importation  and  transfer  of  technology 
will  be  adjusted  to  the  conditions  and 
policies  of  national  industrial  development  in 
order  to  increase  the  potential  for 
technological  self-suffici ency .[51] 

These  policies  while  recognizing  the  contribution  of 
foreign  investment,  especially  with  regard  to  areas  of 
high  technology  ano ,  through  this  Introduction  of 
technology,  to  the  competitiveness  of  exports, 
nevertheless  had  to  confront  established  practices 
arising  from  the  existence  of  the  Foreign  Investment  Law 
of  1973  and  the  1981  Programs  de  Fomento  (Development 
Program  -  the  Computer  Plan)  for  the  electronics 
i ndust  r y . 

Foreign  Investment  Law 

The  Foreign  Investment  Law  of  1973  intended  not 
only  to  promote  Mexican  investment  but  to  regulate 
foreign  investment  and  thereby  seek  control  of  the 
activities  of  multinationals  in  the  Mexican  economy. [52] 
The  initiative  Introducing  the  law  sent  to  Congess  by 
President  Echeverr la  on  26  December  1972  makes  clear  the 
desire  to  subordinate  foreign  capital  to  the  needs  of 
the  nation's  deve l opment . [ 53  ]  Hence,  it  limits  the 
participation  of  foreign  investment,  in  areas  where  it 
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is  at  all  permitted,  to  a  maximum  participation  of  49 

percent.  However,  it  deliberately  Includes  a  provision 

to  modify  this  percentage  where  it  may  be  in  the 

nation's  economic  interest.  The  determination  of  what 

shall  be  in  the  nation's  economic  interest  is  to  be  made 

by  the  National  Commission  on  Foreign  Investment  created 

by  the  law. [54]  Among  the  criteria  and  Investment 

char acter I st i cs  that  the  laws  established  to  guide  the 

Commission  in  Its  de I  I ber 1 1 ons ,  the  following  became 

issues  of  controversy  over  IBM's  Investment  proposal: 

that  It  should  not  displace  national  business 
enterprises  that  are  operating  satisfactorily,  and 
that  it  should  not  enter  fields  that  are  adequately 
covered  by  such  enterprises; 

its  positive  effects  on  the  balance  of  payments 
and,  especially,  on  the  increase  of  Mexican 
exports ; 

its  effect  on  employment,  taking  Into  account  Job 
opportunities  and  wages  paid; 

the  employment  and  training  of  Mexican  technical 
and  management  personnel; 

the  incorporation  of  domestic  Inputs  and  components 
in  the  manufacture  of  products; 

that  it  should  not  enjoy  a  monopolistic  position  in 
the  domestic  market; 

the  capital  structure  of  the  branch  of  economic 
activity  i nvo I ved ; 

its  technological  contribution  and  its  assistance 
in  the  country's  technological  research  and 
development;  and 

its  effect  on  price  levels  and  quality  of 
product i on ; [ 55 ] 


in  addition  to  these  considerations,  a  Program  a  de 
Fomento  (development  program)  existed  further  deta i I i no 
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government  required  commitments  on  the  part  of  industry 
with  respect  to  location;  the  generation  of  jobs: 
capital  structure;  technology  transfer  and  royalties; 
standards  of  quality  control:  production,  productivity 
and  prices;  incorporation  of  local  content;  foreign 
currency  budget;  and  special  requirements  for  export 
toll  manufacturers . [57]  It  classified  electronic 
computer  systems  into  microcomputers,  minicomputers, 
macrocomputers  and  peripheral  equipment.  While  majority 
foreign  investment  was  allowed  In  the  manufacture  of 
minicomputers  and  macrocomputers,  It  restricted  foreign 
investment  to  a  minority  position  In  micros  and 
per i pher a  I s . [ 58 ] 

For  the  manufacture  of  microcomputers,  special 
commitments  are  required  from  those  companies  that 
register  in  the  Program  In  the  areas  of  incorporation  of 
local  content,  foreign  currency  budget  and  contribution 
to  technological  development.  in  accordance  with  a 
formula  for  calculating  the  degree  of  national  content 
incorporation  {grad o  de  integraclon  nacionai,  GIN),  the 
following  percentages  of  i ncorport ion  of  Mexican  made 
production,  based  on  prorated  parts  costs, [59]  had  be  be 


comp  lied  with: 
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Table  4 

Local  Content  Requirements 


Recommended  GIN 
Mini  mum  G I N 


1st  Year 
45% 

35% 


2nd  Year 
50% 

40% 


3rd  Year 
60% 
45% 


Source:  SECOF I ,  "Development  Program  for  the  Manufacture 
of  Electronic  Computer  Systems,  Their  Main  Modules  and 
Peripheral  Equipment,"  internal  document,  p.  31. 

The  foreign  currency  budget  requirement  was 

intended  to  compensate  the  value  of  imports  with 

export- import  ratios  of  25,  35,  45  and  70  percent 

respectively  from  year  two  to  year  five  In  the 

program . [60] 

To  satisfy  the  contribution  to  technological 
development,  companies 

must  invest  In  R  &  D  at  least  six  percent 
of  the  value  of  the  company's  total  sales. 
However,  the  increase  of  imports  resulting 
from  the  difference  between  the  degree  of 
i ncorporat i on  of  national  production 

recommended  and  reached  must  be  compensated 
for  with  an  additional  expenditure  on  R  &  D  of 
one  percent  of  the  value  of  the  company  s 
total  sales  for  each  five  percent  of  the  above 
indicated  d i f f er ence . [ 6 1  ] 

Hence,  the  new  policies  of  President  de  la  Madrid, 
while  vocalizing  a  strong  nationalist  ideology,  tended 
out  of  necessity  toward  opening  up  the  economy  so  as  to 


make  it  competitive  on  an  international  basis.  These 


policies  were,  in  the  case  of  the  computer 
i ndustry .constra i ned  by  the  Foreign  Investment  Law  and 
the  Computer  Plan  de  facto  governing  that  Industry.  The 
new  po I  icy  statements  were  broad  enough  to  be 
interpreted  for  or  against  IBM's  proposal.  If  a 
rational  policy  model  were  In  effect,  we  would  expect 
that  estimates  of  various  sets  of  consequences  would  be 
made  and  a  valuation  of  these  against  existing  criteria 
would  determine  the  approval  or  rejection  of  the 
project . 

Est Imates  of  Consequences 


To  be  able  to  evaluate  the  consequences  on  Mexico's 
computer  Industry  of  accepting  or  rejecting  the  IBM 
proposal  we  need  to  examine  the  existing  cond i ton  of  the 
Mexican  computer  Industry  in  1984.  There  are  three  areas 
of  importance  with  respect  to  the  status  of  Mexico's 
computer  industry  and  IBM's  proposal  to  enter  the  market 
as  a  local  producer.  These  are  1)  the  growth  in  demand 
for  electronics  products  in  Mexico,  2)  Mexico's 
consequent  trade  deficit  in  this  area,  and  3)  the 
overal  l  market  shares  in  the  computer  industry  in 


Mex i co . 


In  1984  the  total  market  demand  for  the  computer 


industry  (computer  systems  and  peripherals)  was  $373 
ml  I  I  ion. [62]  This  represented  a  15.6  percent  Increase 
over  sales  in  1983. [63]  The  microcomputer  share  of  this 
market,  however,  grew  at  a  rate  of  24.8  percent  during 
this  time  period,  a  slight  gain  from  the  20.2  percent 
r  gain  in  1982, [64]  the  year  of  the  Mexican  debt. 

'  crisis. [65]  The  projection  from  1985  to  1988,  however, 

was  for  a  growth  rate  of  32.5  percent  per  year. [66] 

The  bulk  of  the  fast-growing  increase  In  demand  for 
computation  In  Mexico  prior  to  1983  had  been  filled  by 
imports.  Table  5  shows  both  the  Increase  In  demand  and 
the  trade  deficit  for  the  computer  industry  betwen  1979 
and  1984.  In  1979  the  trade  deficit  in  the  entire 
electronics  Industry  was  $810.7  million  which  rose  to 
$1.2  billion  in  1980. [67]  For  the  computer  industry 

alone,  the  deficit  was  $126.1  million  In  1979  and  $232.1 
million  in  1980  (see  Table  5).  In  1981  the  Mexican 

government  decided  to  reduce  Its  dependence  on  imports 
in  this  area  and  offered  incentives  to  Mexican  and 
minority  foreign  companies  to  manufacture  in  Mexico  thus 
seeking  to  improve  its  balance  of  payments  and  establ ish 
a  capital  goods  industry  that  would  pave  the  way  for  the 


growth  of  electronics  firms. [68]  As  a  result,  Imports  of 
m i crocomputer s  to  Mexico  dropped  between  1981  and  1983. 


in  fact,  exports  in  the  computation  area  started  to 
increase  In  1983  (See  Table  5  for  1983  and  1984 
exports ) . 

Table  5 

Trade  Balance  for  Computation  Equipment,  1979-1984 
(Thousands  of  US  dollars) 


Imports 

Exports 

Deficit 

1  979 

$127,840 

$1 , 659 

$126, 181 

1  980 

239,529 

7,400 

232 . 129 

1981 

256,341 

3,898 

252,443 

1  982 

157,538 

2,795 

154,743 

1  983 

98,218 

16,162 

82,056 

1  984 

156,285 

50,571 

105 , 534 

Source:  Data  from  CAN  I ECE ,  Informe  Anual  de  Act iv idades , 
1985.  Data  reproduced  In  "La  Industrla  Electronics  de 
Commun i cac i ones  Electricas  en  Mexico,"  El  Mercado  de 
Valores  46,  38  (Z2  September  1986)  pp .  904-907. 
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Table  6 

1985  Market  Share  in  Value 
(Thousands  of  dollars) 


Low-end 

S  i  ng 1  e-user 

Multi -user 

AltOS 

$350 

$  0 

$2 , 900 

App  l  e 

0 

20 , 520 

0 

Croxi co 

0 

3 , 570 

2 , 800 

Denk  i 

0 

13,485 

0 

Hew  1 et t  P . 

0 

7 , 735 

0 

Mexe  I 

0 

1  ,  925 

2 , 725 

Micron 

0 

1 , 845 

0 

Pr i ntaform 

0 

10 , 220 

0 

S  i  gma 

4 , 200 

0 

0 

Other 

0 

0 

0 

Total 

4 , 550 

59,300 

6 , 500 

Source:  Data  from  Infotext  In  Tim 
Computer  Industry  In  Mexico  (Palo  A 

Berry,  The  Personal 

1  to ,  Ca .  :  Infotext, 

1 985 ) ,  Tab 

1  e  15,  p . 

59  . 

The  market  share  by  value  for  those  manufacturing 
microcomputers  in  Mexico  as  of  June  1985  is  depicted  in 
Table  6.  The  market  was  fairly  fragmented  with  Apple, 
Denk i  ,  Printaform  and  Hew  I ett-Packard  holding  the 
leading  total  shares  -  29,  19,  15,  and  11  percent  of  the 
market  respectively.  The  fear  of  these  companies  was 
that  IBM,  heretofore  barred  by  the  market  reserve  for 
Mexican  majority  firms,  would  upset  the  applecart  and 
extend  its  45  percent  share  of  the  Mexican  mainframe 
market  (which  included  minis  and  macrocomputers)  to 
micros  as  we ! I . [ 69 ] 

Certain  officials  within  the  Mexican  government  as 


we  I  I  feared  that  al  lowing  entry  to  IBM  under  a  100 
percent  equity  arrangement  would  displace  national 
makers  which  was  patently  against  the  intent  of  the 
Mexican  Foreign  Investment  Law. 

Hence,  the  consequences  that  AMFABI  predicted  would 
follow  approval  of  IBM  were  the  displacement  of  national 
companies  based  on  inability  to  compete  with  the  giant 
transnational  IBM  in  a  future  market  whose  growth  they 
estimated  more  pessimistically  than  did  IBM. [70] 
Furthermore,  they  argued  that  they  could  themselves 
supply  the  growing  national  market  and  begin  to  export. 

Table  7  shows  AMFABI 's  estimates  of  their 


capab  i  I  i  tes  versus  those  of  IBM  projected  to  1989. 


Economic  Summary  -  IBM  vs  AMFABI 

(monetary  unit  is  millions  of  dollars) 
(production  In  units) 


IBM  Project 


AMFAB I 


Volume  of  Production 

662,000 

l nsta l  led  Capac  i  ty 

- 

Exports 

$528 

Net  Foreign  Exchange 

Ba l ance 

$103 

D i r ect  Jobs 

80 

l nd i rect  Jobs 

819 

1 nvestment 

$6 . 6 

386,000 
641 ,000 
$558 

($29)  * 
2600 
5000 
$38 . 6 


*  parenthesis  stands  for  deficit 

Source:  AMFABI,  “La  Industria  Mexicans  de 

I n  format i ca . " [ 7 1  ] 


IBM's  response  was  that  the  majority  of  Its 
production  would  be  for  export  and  hence  would  not 
displace  national  firms.  Additionally,  by  AMFABI 's  own 
figures,  IBM  would  make  a  positive  contribution  to  the 
trade  balance,  whereas  AMFABI,  which  did  not  expect  to 
show  a  positive  trade  balance  until  1988,  showed  an 
overall  deficit  for  the  five  year  period  of  $29 
mi  l  I  ion.  Furthermore,  IBM  claimed  that  it  could  make 
further  contributions  by  providing  the  latest 
technology,  lowering  prices,  and  boosting  the  growth  of 
the  local  parts  and  components  suppliers  by 


i  ncorporat I ng  their 


inputs 


i  nto  a 


I  arger  vo I ume  of 


production  than  AMFAB I  could  generate. 

Net  Valuation 

The  Mexican  government  had  to  weigh  the 
consequences  projected  by  each  side  in  relation  to  Its 
own  criteria  if  It  were  to  make  a  rational  decision. 
The  mechanism  for  such  an  evaluation  existed  within  the 
National  Foreign  investment  Commission.  The  criteria 
against  which  to  Judge  had  been  laid  out  In  previous 
policy  pronouncements  beginning  with  the  National 

Development  Plan,  the  Foreign  Investment  Guidelines,  the 
recent  Industrial  Plan  and  the  Program  for  Technological 
and  Scientific  Development.  However,  these  policies 
which  affirmed  the  place  of  foreign  investment  as  a 
vehicle  for  new  technology  and  an  aid  to  Industrial 

plant  modernization,  competitive  products,  and  export 
growth  were  in  conflict  with  criteria  that  supported  a 
market  reserve  boosted  by  protectionist  policies  for 
majority  Mexican  companies  in  the  field  of  microcomputer 
manufacturing.  These  criteria,  while  not  having 
official  legal  status,  were  nevertheless  applied.  They 
were  backed  up  by  the  Foreign  investment  Law  which 
forbade  any  foreign  investment  that  would  displace 

Mexican  industry  and  would  approve  100  percent  foreign 
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investment  ventures  only  when  they  could  contribute 
“exceptional  benefits"  to  the  country. 

AMFABl 's  argument  was  that  approval  of  the  IBM 
proposal  would  displace  Mexican  nationals  and  that  the 
development  program  for  the  computer  Industry  should  be 
vested  with  legal  status  so  that  the  "rules  of  the  game" 
would  be  fixed  thus  effectively  protecting  majority 
Mexican  national  companies.  This  view  had  strong 
support  within  the  Subsecr etar i at  of  Industrial 
Promotion.  The  reservations  of  these  officials  prevented 
an  early  approval  of  the  project  favored  by  officials 
from  the  Foreign  Investments  Regulation 
Subsecr etar i at .[ 72 ]  A  sectoral  development  program 
elaborated  by  the  Directorate  of  Electronics  as  an 
application  of  PRONAFICE  to  the  electronics  industry  was 
basically  a  reformulation  of  the  1981  Computer  Plan  and 
was  designed  to  substantiate  refusal  of  IBM  entry  -  at 
least  under  a  100  percent  equity  ar r angement . [ 73 ] 
Studies  or  inquiries  were  conducted  by  the  various 
members  of  the  National  Foreign  Investment  Commission  to 
weigh  the  consequences  of  IBM  entry. [74]  Officials 
within  SECOF I  continued  to  hold  the  view  that  a  budding 
national  industry  could  be  displaced  by  IBM's  entry  and 
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contr i bute 

to 

the  so  l  ut  l 

on 

of 

these  probl 

ems  , 

t  he 

1  BM 

project  was 

rejected 

the 

fo 

flowing  day 

"as 

1 1 

was 

proposed . " 

[79] 

What  that 

meant 

was  that  the 

pr oposa 1 

was 

still  open 

to 

cons i derat 

i  on 

1  f 

I BM  were 

to 

meet 

15 

additional  requirements.  Among  them  were  the  following: 

the  level  of  exports  In  1989  should  be  between 
10-25  percent  of  world  demand  for  IBM 
m i crocomputers 

commitment  to  develop  In  Mexico  the  technology  for 
the  IBM  model  AT 

IBM  not  to  export  to  Mexico  microcomputers  from  any 
of  its  plants  worldwide 

IBM  participation  In  the  national  market  to  be 
limited  to  25  percent  with  a  minimum  of  ninety 
percent  of  Its  production  for  export[80] 

None  of  these  four  requirements  was  acceptable  to  IBM. 
Nor  was  the  proposal  by  Industrial  Promotion  officials 
that  IBM  build  a  semiconductor  plant. [81]  IBM  did  agree 
to  the  other  requirements,  some  of  which  were  in  the 
original  proposal.  But  acceptance  on  the  government's 
part  did  not  come  until  Mexico  had  fallen  on  further 
economic  hard  times.  in  the  process  of  signing  an 
accord  with  the  International  Monetary  Fund  (IMF)  to 
renegotiate  $48  bi l l ion  of  Mexico's  foreign  debt,  Mexico 
agreed  with  the  IMF  to  budget  cuts,  faster  devaluation 
of  the  peso  and  an  increase  In  Interest  rates  in  an 
effort  to  stem  capital  flight. [82]  The  measure  was 


necessary  due  to  falling  oil  prices  and  continued  high 


i n f I  a t i on . [ 83 ]  In  addition  to  these  measures,  Mexico  was 
liberalizing  Its  trade  policy  substituting  tariffs  for 
import  permits  thus  rationalizing  its  move  to  boost 
exports  in  the  international  economy.  The  need  to 
export  was  paramount  as  Mexico's  trade  surplus  for  the 
first  three  months  of  1985  had  narrowed  to  $2.3  billion, 
42  percent  below  the  surplus  accumulated  for  that  period 
the  year  before. [84]  By  June  oil  exports  were  only  half 
of  Mexico's  targeted  1.5  million  barrels  dally.  At  a 
price  of  $20  a  barrel  Mexico  stood  to  lose  $4  billion  in 
exports  in  the  following  year,  or  28  percent  of  its  $14 
billion  in  earnings  during  1984. [85] 

In  the  area  of  attracting  foreign  investment, 
Mexico  was  experiencing  difficulties  as  well.  Whereas 
Mexico  had  been  expecting  foreign  investment  of  $1 
bill  ion  a  year,  In  1984  it  received  only  $391  mi  I  I  ion. 
Although  $931  million  of  new  investment  was  authorized 
in  1984,  only  $60  mi  I  I  ion  of  that  was  actual  ly  spent 
that  year. [86]  Abroad,  there  was  considerable  skepticism 
over  Mexico's  policy  to  attract  new  foreign  investment 
in  areas  of  high  technology  given  Mexico's  earlier 
rejection  of  the  IBM  proposa I  . [ 87  ]  Under  the 
circumstances,  the  IBM  project  had  become  a  landmark 
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case.  The  Mexican  government  understood  this  in 
President  de  la  Madrid's  trip  to  Europe  In  June  to  boost 
foreign  Investment.  In  a  host  of  po I  Icy  measures  that 
the  Mexican  government  announced  five  weeks  after  his 
return  from  Europe  and  two  weeks  after  the  mid-term 
elections,  acceptance  of  the  IBM  project  was  one  of 
them.  As  with  the  other  policy  measures  -  cuts  In  the 
government  bureaucracy,  elimination  of  the  "free"  peso 
rate,  a  subsequent  controlled  devaluation,  and  further 
I  iberal  Ization  of  trade  po I  Icy  through  the  reduction  of 
import  permits, [88]  the  Mexican  government  had  "no 
choice"  but  to  accept  IBM's  proposal.  In  the  area  of 
exports  where  IBM  was  to  make  a  major  contribution, 
Finance  Minister  Jesus  Silva  Herzog  announced: 

Mexico  does  not  have  an  option  but  to 
become  an  exporter  now  that  It  confronts  a 
sharp  contraction  in  its  Income  for  foreign 
exchange  and  It  Is  not  reasonable  to  think 
that  these  revenues  will  Increase  given  the 
prices  of  traditional  exports;  nor  does  the 
possibility  exist  of  returning  to  foreign 
borrowing  as  was  prevalent  in  the  last  two 
decades . [ 89 ] 

Conclusion 

Insofar  as  the  situation  of  "no  choice,"  or  no 
viable  alternative,  equates  to  rational  policy,  then  the 
Mexican  decision  can  be  said  to  be  a  case  of  rational 


po I  icy  in  the  narrow  sense  of  the  term.  In  the  broader 
sense,  however,  such  an  explanation  is  not  fully 
satisfactory.  The  criteria  on  which  to  base  a  rational 
decision  (one  that  weighs  all  the  possible  alternatives 
and  evaluates  the  consequences  of  each)  were  either  too 
broad  as  In  the  case  of  the  broader  development  plans  or 
were  conflictual  as  In  the  case  of  the  foreign 
investment  guidelines  and  the  Computer  Plan.  The  change 
from  an  Import  substitution  development  model  embodied 
in  the  Computer  Plan  to  an  export  promotion  model 
assumed  in  the  Foreign  Investment  Guidelines  was  not 
conflict-free.  The  rational  policy  model  is  a  necessary 
element  in  explaining  the  final  decision  taken 
concerning  IBM.  But,  given  the  delay  and  the  reasons 
that  caused  the  delay  In  Implementing  policy  guidelines, 
the  rational  policy  model  alone  Is  Insufficient  for 
explaining  the  complexities  of  the  IBM  decision. 

Were  a  rational  po 1  icy  model  sufficient  for 
explaining  the  final  decision  taken,  not  only  would  the 
criteria  have  been  clear  and  agreed  upon  and  alternative 
consequences  and  net  valuations  examined  in  I ight  of 
these  criteria,  but  also  there  would  not  have  been  a 


delay  of  ter  months  In  reaching  a  negative  verdict  nor 
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CHAPTER  5 

ORGANIZATIONAL  PROCESS 

The  purpose  of  this  chapter  Is  to  explore  whether 
the  organizational  process  model  does  a  better  Job  of 
explaining  the  IBM  decision  than  do  the  authoritarian  or 
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rational  actor  models.  If  so,  we  can  expect  to  find 
power  dispersed  among  certain  bureaucratic 
or gan i zat 1 ons [ 1 ]  with  Influence  on  the  final  outcome 
limited  to  bureaucrats . [ 2 ]  This  would  lend  support  to 
the  attendant  bureaucracy  thesls[3]  and  would  diminish 
the  authoritarian  decision-making  model  while  not 
necessarily  supporting  an  Interest  group  approach 
whereby  the  private  sector  exercises  power  to  gain 
concessions  from  the  government. 

To  test  whether  the  organizational  process  model  is 
at  play  in  the  Mexican  IBM  decision  we  need  to  look  for 
the  following  features  predicted  by  the  model: 


1.  the  handling  of  a  proposal  requiring  a  decision 
would  be  determined  by  organizational  routine  not 
by  the  direction  of  government  leaders; 

2.  flexibility  to  deal  with  conflict  would  be  limited 
and  any  change  to  the  original  proposal  would  be 
of  an  incremental  nature; 

3.  a  favorable  decision  to  a  proposal  would  be 
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V. 


contingent  on  the  administration's  ability  to  mesh 
the  proposal  with  one  of  Its  predetermined 
goa is. [4 ] 

In  applying  this  model  to  the  Mexican  IBM  decision 
I  will  focus  on  the  manner  in  which  the  Ministry  of 
Commerce  and  Industrial  Development  (SECOFI)  handles 
proposals  for  majority  foreign  Investment  which  require 
involvement  of  the  National  Foreign  Investment 
Commission.  Secondly,  I  will  look  at  the  manner  in  which 
this  i ntersecretar i a  I  commission  handled  conflict  with 
respect  to  IBM's  proposal.  Finally,  l  will  focus  on  the 
commission's  attempt  to  mesh  IBM's  proposal  with 
pre-determ  I ned  goals. 


The  Fore 


nvestment  Screening  Process[ 5 ] 


in  any  large  organization,  routines  serve  the 
purpose  of  standardizing  responses  to  demands  for  that 
organization's  action.  in  the  case  of  the  National 
Foreign  Investment  Commission,  the  foreign  investment 
decision-making  body  within  the  Mexican  bureaucracy, 
decisions  on  foreign  investment  are  routinely  made  at 
the  level  of  general  director.  That  is  the  working 
level  at  which  the  Ministers  of  the  Interior  (SG), 
Foreign  Relations  (SRE),  Labor  and  Social  Welfare 


(STPS),  Commerce  and  Industrial  Development  (SECOFI), 


Finance  ( SHCP ) ,  Programming  and  Budget  (SPP),  and 
Energy,  Mines  and  Parastatals  (SEMIP)  are  represented 
within  the  National  Foreign  investment  Commission 
( NF l C ) .  At  this  level  the  Commission  is  chaired  by  the 
Subsecretary  of  Foreign  Investments  Regulation  and 
Technology  Transfer  from  the  Ministry  of  Commerce  and 
Industrial  Development.  In  addition  to  these  members, 
SECOF l  may  have  present  the  General  Directors  of  Foreign 
investment;  Technology  Transfer;  Studies  and  Diffusion; 
and  the  Subsecretary  of  Industrial  Promotion  to  answer 
any  questions  that  other  members  of  the  Commission  may 
have  on  technical  matters. 


Operatively,  a  proposal  for  foreign  investment 
would  go  to  the  General  Directorate  of  Foreign 
investment.  A  recommendation  on  the  proposal  would  then 
be  prepared  by  the  General  Directorate  on  Studies  and 
Diffusion  with  inputs  as  necessary  from  the  General 
Directorate  of  Technology  Transfer  and,  at  the  time  of 
the  IBM  decision,  from  the  subsecr etar i at  of  Industrial 
Promotion.  This  recommendation  is  then  formally 
presented  to  the  working  level  of  the  Commission  which 
meets  monthly  or  bi-montly,  depending  on  the  number  of 
investment  proposals  submitted.  Before  the  members 


meet,  a  copy  of  the  report  Is  circulated  so  that  the 


members  may  consul .  with  their  respective  superiors  as 
necessary  so  as  to  formulate  a  position  on  a  particular 
case.  Each  Ministry  is  careful  to  see  that,  aside  from 
the  general  criteria  stipulated  by  law,  Its  own 
interests  are  not  jeopardized.  Each  member  In  turn  then 
voices  his  Ministry's  approval  or  reservations  about  the 


individual  pr oposa I s . [ 6 ] 


In  the  IBM  case,  the  recommendation  that  was 
circulated  expressed  both  recommendations  for  approval 
from  the  Foreign  Investments  branch  as  well  as 
reservations  voiced  by  the  Industrial  Promotion  branch 
of  SECOF I .  Hence,  the  proposal  met  with  neither  total 
rejection  nor  total  approval.  In  such  a  situation,  the 
working  level  had  to  defer  to  their  superiors  and,  thus, 
governmental  leaders  at  the  ministerial  level  did  get 
involved. [7]  As  Kissinger  points  out,  senior  '  decision 
makers  get  involved  only  when  there  is  unresolved 
conflict  at  lower  levels: 


decisions  do  not  get  made  until  they 
appear  as  an  administrative  issue.  One  cannot 
convince  a  high  level  official  that  he  has  a 
problem  until  it  appears  unambiguously  in  the 
form  of  an  administrative  conflict. [8] 


;onf I ict  was  certainly  present  within  the  Ministry  of 
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Source:  Comp  I  led  from  Foreign  Investment:  Legal 
Framework  and  its  Application  (Mexico:  National 
Commission  of  Foreign  Investment,  1986),  Article  11, 
pp .  31,  32  and  45  and  from  Secretarl a  de  Comercio  y 
Fomento  Industrial,  Manual  General  de  Organ i zac ion  de  la 
Secretar i a  de  Comercio  y  Fomento  Industrial,  20  October 
1986,  pp.  31  and  47. 


Figure  3.  National  Foreign  Investment  Commission 
(partial  organizational  chart) 
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Commerce  and  Industrial  Development  between  the 
Subsecretariat  of  Industrial  Development  and  the  newly 
created  Subsecr etar I  at  of  Foreign  Investments  Regulation 
and  Technology  Transfer.[9]  Figure  3  shows  the 
organizational  chart  that  locates  the  two 
subsec retar lats. 

March  and  Simon  define  conflict  In  organizations  as 

a  breakdown  In  the  standard  mechanisms  of 
decision-making  so  that  an  Individual  or  group 
experiences  difficulty  In  selecting  an 
alternative  action. [10] 

This  was  the  case  with  the  IBM  proposal  and  the  reason 
why  the  case  was  deferred  from  the  working  level  to  the 
ministerial  level  of  the  National  Foreign  investment 
Comm  I ss i on . [ 1 1 ]  Even  at  the  ministerial  level  there  was 
difficulty  In  approving  the  proposal  due  to  the 
opposition  encountered  both  within  SECOF I  and  from 
AMFABI,  who  worried  about  the  possible  negative 
consequences  of  granting  approval.  As  Lombard  points 
out 

Most  country  officials  are  cautious  not 
to  approve  a  project  which  would  have  a 
negative  effect  on  the  country  and  hence  on 
their  own  administrative  careers. [12] 

it  is  precisely  to  gauge  the  benefits  to  the  country  of 
a  specific  foreign  investment  proposal  as  well  as  to  be 
able  to  exercise  some  bargaining  power  that  each 
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proposal  is  evaluated  ad  hoc  by  the  National  Foreign 
Investment  Commission  whether  at  the  working  or  the 
ministerial  level.  This  d i scr et I onary  power  is  granted 
to  the  Commission  by  Artice  5  of  the  Foreign  Investment 
Law : 


In  cases  where  legal  provisions  or 
regulation  do  not  specify  a  given  percentage, 
foreign  Investment  may  hold  up  to  49  percent 
of  the  capital  of  business  enterprises 
provided  it  Is  not  empowered,  by  any  title,  to 
control  the  management  of  the  business 
enter pr I se . 

The  National  Commission  of  Foreign 
investment  may  decide  on  the  increase  or 
reduction  of  the  percentage  to  which  the 
preceding  paragraph  refers  when  It  judges  this 
to  be  In  the  Interest  of  the  country's 
economy,  and  it  may  establish  the  conditions 
under  which  foreign  investment  will  be 
accepted  in  specific  cases. [13] 


The  utilization  of  this  provision  since  enactment  of  the 
law  has  been  spare.  Between  1973  and  1978  only  nineteen 
projects  involving  majority  foreign  capital  were 
approved.  In  1979  and  1980  twenty-five  were  approved 
but  only  seven  of  these  involved  100  percent  foreign 
capital  .[14] 

Perhaps  the  most  controversial  aspect  of  Article  5 
cited  above  is  the  following  stipulation: 

When  laws  or  regulations  exist  for  a 
given  activity,  foreign  Investment  shal I 
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spec  i  f  1 

I  ed 

1  n 
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laws  or  regu 

I  at  Ions . [ 15] 

AMFABI  used  this  provision  to  argue  that  IBM  wanted  to 
change  the  "rules  of  the  game."  AMFABI  also  argued  that 
the  Computer  Plan  which  specified  51  percent  Mexican 
majority  ownership  In  the  field  of  m I crocomoputer s 
needed  to  be  enacted  into  law  thus  leaving  no  doubt  as 
to  what  the  “rules  of  the  game"  were  to  be.  The 
Computer  Plan  was  the  product  of  the  Subsecretariat  of 
industrial  Promotion.  These  officials  were  not  disposed 
to  jeopardize  the  budding  electronics  industry  they  had 
fostered  In  favor  of  IBM  with  a  demonstrated  capability 
for  market  dominance  -  at  least  in  minicomputers  and 
mainframes.  Hence  in  the  IBM  case,  it  was  not  a 
question  of  a  routine  application  of  policy  to  a  demand 
for  action  because  conflicting  criteria  or  policies 
could  be  found  to  support  both  an  approval  and  a 
rejection.  Rather,  Kissinger's  remarks  on  the  efficacy 
of  po l  icy  such  as  a  "Vietnam  po I  Icy"  vis-a-vis  the 
specific  programs  of  competing  agencies  are  more 
apropos : 

There  is  no  such  thing  as  a  Vietnam 
po I  icy;  there  is  a  series  of  programs  of 
individual  agencies  concerned  with  Vietnam. 

The  programs  are  reconciled  or  not,  as  the 
case  may  be,  If  there  is  conf I ict  between  the 
operating  agenc i es . [ 1 6  ] 
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How  then  did  the  National  Foreign  Investment  Commission 
resolve  the  conflict  within  SECOF I  so  as  to  arrive  at  an 
acceptable  decision? 


I ncr ementa I  I sm 

The  organizational  process  model  suggests  that 
flexibility  would  be  limited  and  any  changes  in  the 
proposal  would  be  incremental.  The  difficult  task  was 
to  arrive  at  a  consensus.  Although  technically  the 
Commission  at  either  the  working  level  or  the 
ministerial  level  could  ut I  I i ze  the  mechanism  of 
majority  vote  to  decide  a  case,  it  was  not  accustomed  to 
do  so. [17]  The  two  other  mechanisms  for  arriving  at  a 
decision  in  committee  are  the  application  of  a  unanimity 
rules  or  a  dictatorial  rule. [18]  The  NFiC  was  accustomed 
to  applying  a  unanimity  rule;  failing  that,  a  decision 
on  a  proposal  would  be  delayed  pending  further  study[l9] 
or  a  proposal  would  simply  be  denied  unanimously.  As 
March  and  Simon  suggest,  it  is  not  unusual  for 
task-oriented  organizations  to  seek  consensus .[ 20 ] 

The  chief  obstacle  to  achieving  unanimity  in  favor 
of  approval  came  within  SECOF I  itself  from  the 


Subsecr etar i at  of  Industrial  Promotion.  Whereas  the 


Minister  of  Labor  was  initially  against  the  porposal  due 
to  the  sma I  I  number  of  jobs  projected  -  80  -  his  was  not 
a  strong  opposition  given  that  a  large  number  of  jobs 
could  not  be  expected  to  be  part  of  a  proposal  that  was 
capital-  intensive  In  nature.  Nevertheless,  the 
Ministry  of  Labor's  opposition  was  calculated  to  gain 
some  concessions  from  IBM. [21]  Likewise,  SEM l P  had  an 
affinity  with  SECOF I ' s  Industrial  Promotions  branch  in 
promoting  national  industrial  deve 1 opment . [ 22 ]  None  of 
the  other  ministries  had  any  strong  opposition  to  IBM's 
proposal  but  neither  were  they  willing  to  voice  their 
support  in  the  face  of  indecision  on  the  part  of  SECOF I 
and  reservations  by  STPS  and  SEMIP.[23] 

The  Commission's  inability  to  decide  had  four 
elements  -  institutional,  technical,  economic,  and 
po 1 i t I ca I . [ 24 ]  Institutionally,  the  Commission  had  to 
adjust  to  the  elevation  of  the  General  Directorate  of 
Foreign  Investments  to  the  level  of  a  Subsecretariat. 
The  upgrading  of  the  position  signified  a  change  in 
President  de  la  Madrid's  Intent  to  open  up  foreign 
investment  in  priority  areas  concretizing  his  policy  of 
actively  promoting  foreign  investment  wh i le  not  ceasing 
to  regu l ate  it  in  accordance  with  existing  laws  and 


programs.  To  what  extent  this  shift  would  affect 
Mex i can i zat i on  policy  in  the  area  of  microcomputers  was 
an  adjustment  that  would  come  about  only  incrementally 
in  interaction  with  Industrial  Promotion. 

in  the  technical  dimension,  the  final  decision  was 
delayed  awaiting  the  elaboration  of  the  Industrial 
Development  Program  (PRONAFICE),  the  acceptance  of  the 
integral  Development  Program  for  the  Development  of  the 
Electronics  Industry  (PIDIE)  as  the  definitive  rules  of 
the  game,  the  preparation  and  publication  of  the  General 
Resolutions  on  Foreign  Investment,  and  further  study  of 
the  proposal.  PRONAFICE  was  published  In  July  1984  and 
while  it  recognized  the  Importance  of  foreign  investment 
for  technology  transfer,  plant  modernization,  and  export 
promotion  as  well  as  the  need  for  rationalizing 
protectionism,  it  also  postulated  the  importance  of  a 
nationally  developed  electronics  industry.  Hence,  it 
was  no  tie-breaker.  The  General  Resolutions  of  Foreign 
Investment  were  Intended  to  streamline  the  process  by 
which  foreign  investment  proposals  were  to  be  reviewed. 
These  were  published  also  at  the  end  of  July  1984. 
However,  the  streamlined  procedures  were  not  applied  in 
the  IBM  case. [25]  PIDIE,  like  its  predecessor,  the 
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Computer  Plan,  was  never  published.  Studies  were 
accomplished  by  both  sides,  those  favoring  a  national 
electronics  industry  concluding  that  IBM  admittance 
would  be  harmful  to  a  budding  electronics  I  ndustry . [26] 
A  study  by  the  Foreign  Investments  branch  pointed  out 
the  inefficiencies  of  the  current  industry  and  the 
contributions  the  IBM  proposal  offered  In  terms  of 
exporting,  balance  of  payments,  and  leading 
techno l ogy . [27]  The  conclusion  of  these  studies  was  that 
the  claims  that  IBM  would  take  over  the  Mexican 
microcomputer  market  were  exaggerated .[ 28 ] 


From  an  economic  point  of  view,  a  delay  in 
approving  the  IBM  proposal  Is  explained  by  the  fact  that 
in  1983  Mexico  had  built  up  a  surplus  In  Its  current 
account  balance.  In  1984  the  current  account  balance 
was  still  positive  but  d I m I n I sh I ng . [ 29 ]  This  was 
accompanied  by  a  39  percent  drop  In’  the  demand  for 
computation  equipment  In  1982  and  1983  which  had  not  yet 
recovered  1981  levels  in  1984. [30]  Hence,  by  the  end  of 
1984,  there  was  not  a  pressing  need  to  endorse  the 
contributions  that  IBM's  relatively  small  $6.6  million 
direct  investment  would  offer.  In  1985,  on  the  other 
hand,  the  drop  in  oil  prices,  pressures  to  live  up  to 


agreements  with  the  IMF,  the  need  to  support 
non-petroleum  products  and  the  prospects  that  IBM’s 
investment  along  with  those  of  other  companies  offered 
Mexico  in  this  regard,  help  to  explain,  from  the 
economic  point  of  view,  Mexico's  eventual  acceptance  of 
the  IBM  proposa I . [ 3 1 ] 

In  the  meantime,  besides  the  institutional, 
technical  and  economic  factors,  political  pressures  also 
contributed  to  the  delay  In  the  IBM  decision.  Pressures 
from  AMFABl  in  its  open  letters  to  the  Minister  of 
Commerce  and  Industrial  Development  and  to  the  President 
as  well  as  Its  lobbying  In  the  Chamber  of  Deputies  and 
declarations  to  the  press  raised  the  political  stakes  of 
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Subsecretariat.  While  there  was  some  Intervention  on  the 
part  of  the  U.S.  Embassy,  this  mainly  involved 
resistance  to  the  pub  1  Ishing  of  PIDIE  rather  than  active 


1 obby 1 ng 

for 

IBM. [32] 

Due 

to  a 

l  l  of  these 

factors,  consideration 

of 
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was 
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of 

any 
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IBM's  proposal  even 

of 

an 

incremental  nature,  flexibility  of  the  NFIC  to  deal  with 
con f I  let  was  I  Imlted  and  on  January  17,  1985  IBM's 
proposal  was  officially  rejected.  However,  It  was  made 
clear  that  the  proposal  should  be  resubmitted  for 
r econs i derat  I  on  with  provisions  that  would  make  it 
attractive  for  the  Mexican  government  to  accept. 

Means-Ends  Analysis 

Resubmission  under  these  terms  assumed,  of  course 
that  the  Mexican  government  had  a  unified  set  of  goals 
that  at  least  those  Involved  in  the  decision-making 
body,  the  National  Foreign  Investment  Commission, 
shared.  Under  this  assumption,  the  problem  would  be 
simply  to  mesh  elements  of  IBM's  proposal  with 
pr edeterm i ned  government  goals.  This  approach  differs 
from  the  rational  policy  approach  In  that  the  means  need 
only  satisfice  governmental  goals  not  optimize  them. 
Basically,  this  is  a  problem-solving  approach.  However, 
such  an  approach  is  only  one  of  four  possible  reactions 


to  organizational  conflict.  March  and  Simon  list  three 
other  possible  reactions  -  persuasion,  bargaining  and 
" po I i t i cs . " [ 33 ] 

In  the  prob i em-so I v i ng  approach,  objectives  are 


satisfies  the  shared  criteria.  Whereas  all  of  the 
members  of  the  Commission  shared  the  goal  of 
resurrecting  Mexico's  faltering  economy,  there  was 
disagreement  as  to  the  best  means  to  achieve  that. 
Within  SECOF I ,  the  industrial  Promotion  officials 
be l i eved  that  the  promotion  of  a  national  industry  that 
was  protected  by  a  market  reserve  In  the  area  of 
microcomputers  was  the  best  way  to  contribute  to  the 
achievement  of  national  self-sufficiency  in  an  industry 
that  was  considered  a  leading  sector  for  industrial 
growth.  Foreign  Investment  officials,  on  the  other 


hand  , 

were 

conv  1 

need 

that  protect 

l on i st 

po  l 

i  c  l  es 

had 

f a i led 

i  n 

the 

past 

to  produce  I 

ndustr 

i  es 

that 

were 

compet i t i ve 

i  n 

the 

i  nter nat i ona I 

market 

and 

what 

the 

nation  needed  at  the  moment  was  to  export  non-petroleum 
products.  In  the  m I crocomputer  Industry,  foreign 
investors  that  could  introduce  the  latest  technology 
would  help  to  modernize  the  industrial  plant,  make  it 
more  competitive  internationally,  and  would  be  In  the 
best  position  to  contribute  to  Mexico's  export  effort  by 
using  their  already  established  export  channe  I  s . [ 34  ] 
Hence,  with  viewpoints  as  divergent  as  that  on  the 


objectives  by  which  to  arrive  at  a  common  goal,  the 


problem-solving  approach  does  not  explain  the  reaction 


that  the  Foreign  Investments  Colmmisslon  adopted  to  the 
con f I  ict  over  the  IBM  case. 


'f 

} 


in  the  persuasion  approach,  Individual  goals  may 
differ  within  an  organization  but  goals  may  not  be  taken 


as  fixed. 

However 

,  as  March 

and 

S  1  mon  po  1 

nt 

out , 

11  at 

some  l eve 

1  object 

1  ves  are  shared 

and  disagreement 

over 

subgoa I s 

can  be 

med l ated 

by 

reference 

to 

a  common 

goa 1 . " [35] 

Th  1  s 

approach 

differs 

from 

t  he 

prob 1 em-so 1 v i ng 

approach , 

Whereas 

i  n 

the 

prob 1 em-so 

Iving  approach,  it 

becomes  Incumbent 

upon 

the 

different  agency  heads  and  their  staff  to  arrive  at  a 
mutual  solution,  in  the  persuasion  approach  It  becomes 
the  role  of  the  President  as  leader  and  mediator  to  get 
the  dissenting  groups  to  adopt  a  common  objective  in 
pursuit  of  a  common  goal. [363  There  Is  no  evidence  that 
President  de  la  Madrid  acted  In  this  fashion  during  the 
deliberation  of  the  IBM  case. [37] 

Unlike  the  persuasion  approach,  the  bargaining 
approach  takes  disagreement  over  goals  as  fixed  and 
agreement  is  sought  without  per suas i on . [ 38 ]  Whereas  the 
persuasion  approach  assumes  a  paternal  structure,  the 
bargaining  approach  recognizes  a  fraternal  structure  of 
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co-equals.  Signs  of  a  bargaining  approach  are  conf I icts 
of  interest  and  falsification  of  position.  The 
conflicts  of  interest  are  clearly  evident  in  this  case 
as  has  already  been  pointed  out.  One  official  from 
Industrial  Promotion  accused  officials  from  Foreign 
Investments  of  falsifying  their  position  and,  in  fact, 
of  criticizing  the  Computer  Plan  without  even  having 
read  the  document .[ 39 ]  While  the  disagreement  that  this 
approach  requires  was  present,  there  was  no  movement 
toward  agreement  based  on  a  give-and-take  relationship 
between  government  officials  In  this  case. 

That  leaves  only  the  "politics"  approach  as  the 
process  for  achieving  resolution  of  conflict  within  the 
organization.  This  approach  assumes  a  situation  similar 
to  that  of  bargaining  -  an  Intergroup  conflict  of 
interest  -  but  the  arena  of  conf I  let  is  not  taken  as 
fixed  by  the  part i c I  pants . [40]  Rather,  an  expansion  of 
the  conflict  r  suits  in  an  attempt  to  form  allies  to 
strengthen  one's  position  and  influence  the  final 
outcome  In  one's  favor. [41]  This  did  occur  in  the  IBM 
case.  From  the  moment  that  members  of  Industrial 
Promotion  obtained  copies  of  IBM's  proposa l ,  leaks  of 
the  proposal  occured  to  members  of  CAN  I ECE  who  would  be 
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affected  by  It. [42]  These  members  then  went  on  to  form 
AMFAB I  to  oppose  IBM's  approval  under  100  percent 
foreign  equity.  Hence,  members  of  Industrial 
Development  utilized  their  links  with  CANIECE  that  led 
to  the  creation  of  an  opposition  force.  This  force, 
AMFAB l ,  Itself  attempted  to  forge  links  with  leftist 
parties  within  the  Chamber  of  Deputies  to  gather 
strength  In  opposing  IBM's  proposal. 

Cone l us i on 

Though  the  organizational  process  was  an  essential 
element  in  understanding  the  evolution  of  the  IBM 
decision,  it  alone  does  not  explain  the  course  or  nature 
of  the  final  outcome.  The  IBM  case  was  certainly  not  a 
routine  demand  handled  by  the  government  bureaucracy 
through  one  of  Its  standard  operating  procedures.  The 
National  Foreign  Investment  Commission  did  find  its 
flexibility  to  deal  with  conflict  limited.  While 
changes  were  made  to  the  proposal,  this  was  done  In  one 
wholesale  revision  rather  than  by  small  Incremental 
steps.  A  means-ends  analysis  whereby  a  problem-solving 


approach 
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Free  Press,  1965)  or  a  mechanism  that  Imposes  a  decision 
when  compromise  or  consensus  Is  lacking  as  In  a 
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promote  and  attract  foreign  investment.  That  involved  a 
willingness  to  accept  majority  foreign  investment  in 
areas  considered  strategic  for  Mexican  resumption  of 
economic  growth  -  an  essential  imperative  to  recover 
from  the  debt-related  economic  crisis.  Despite  the  fact 
that  " r egu I  at  I  on “  appeared  In  the  title  of  the  new 
subsecretariat,  it  came  to  be  criticized  for  being  an 
agent  of  prompt  I  on  rather  than  regulation  of  foreign 
investment.  See  Jose  Luis  Camacho,  "Broadening  IBM's 
Field  of  Action  will  Affect  Our  National  Sovereignty," 
El  D i a ,  23  October  1984,  translation  from  IBM's 
Americas/Far  East  Press  Review,  31  October  1984. 
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12.  Lombard,  The  Foreign  Investment  Screening  Process, 
p.  197.  Even  those  ministers  who  were  for  the  project 
(or  who  at  least  did  not  oppose  It)  did  not  strongly 
support  It  as  they  saw  no  political  gain  In  doing  so. 
interview  with  Manuel  Escalante,  Governmental  Relations, 
IBM  de  Mexico,  9  February  1987. 
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p.  32.  General  Resolution  13  Is  one  of  15  addenda 
pub l i shed  whose  purpose  is  to  clarify  the  provisions  of 
the  Law  on  Foreign  Investments  and  streaml I ne  its 
application.  General  Resolution  13  further  delineates 
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Framework  and  Its  App I ication.  pp .  81-82. 


26.  Discussed  In  Chapter  4. 

27.  Discussed  In  Chapter  4. 
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other  hand,  credits  the  final  decision  to  political 
factors  since  the  IBM  proposal  by  Itself  would  not  solve 
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CHAPTER  6 


POL  I T I CK I NG 

In  discussing  the  Mexican  IBM  decision  from  the 
perspective  of  different  decision-making  models 
author l tar  I  an ,  rational  policy,  organizational  process  - 
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“[1]  It  is  this  dimension  to 

which  we 

turn  In  this  chapter  to  seek  to  improve  our 
understanding  of  the  Mexican  decision-making  process 
through  our  focus  on  the  IBM  case.  I  chose  the  term 
"politicking"  rather  than  "bureaucratic  politics"  in 
order  to  separate  analytically  organizational  processes 
that  take  place  within  bureaucracies  from  the 
cross-cutting  patterns  of  power  and  Influence  that  are 
exercized  by  both  a  rational  actor  (the  president  In  a 
presidential  system)  and  Interest  groups  as  well  as  "the 
leaders  that  sit  atop  bureaucracies.  11  Hence,  this  gives 


w 
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us  a  broader  perspective  of  the  political  process  and 
avoids  some  of  the  limitations  of  a  " bureaucr at  1 c 
politics11  perspect  I  ve  .  [2] 


The  primacy  of  politics  Is  recognized  at  different 
levels  of  generalization.  Speaking  of  development 
objectives,  Richard  Lombardi  asserts  the  following: 

Pol itlcs  as  an  art  does  not  assume  that 
man  as  a  social  animal  can  be  reduced  to  a  set 
of  scientific  laws  that  are  at  once  necessary, 
universal  and  unchanging.  Politics  assumes 
value  Judgement  at  the  heart  of  all  political 
order.  In  this  manner,  the  world,  instead  of 
being  determined.  Is  chosen. [3] 


Although  not  dealing  with  foreign  direct  investment  but, 


as  does  Lombardi,  with  the  International  debt  crisis, 
Wlonczek  makes  the  following  observation: 


Contrary  to  the  established  wisdom, 
neither  the  International  financial  agencies, 
the  Internatioal  banking  community,  government 
officials  of  the  borrowing  countries,  nor  even 
the  private  borrowers  are  dispassionate 
angels.  All  have  their  Ideologies,  political 
and  economic  objectives,  and  bureaucratic 
Interests,  among  others,  which  more  often  than 
not  are  In  con f I  let  with  those  of  the  other 
actors.  Independent  of  whether  the  actual 
transactions  are  of  a  multilateral  or 
bilateral  nature.  Under  these  conditions, 
crisis  gestation,  Indebtedness  accumulation, 
and  external  adjustment  processes  cannot  be 
reduced  to  models,  equations,  targets  and 
statistical  series  manipulations.  The 
International  financial  relations  have  always 
been,  are  now,  and  shall  be  exercises  In  power 
and  po l i t l cs . [4 ] 


On  the  role  of  politics  In  setting  the  direction  which 
organizational  process  is  to  follow,  Cordera  and  Tello 
note  the  fol lowing: 

good  and  efficient  public  administration 
forms  part  of  any  government  program  oriented 
toward  confronting  the  problem  of 
development.  But  politics  as  the  science  of 
the  state  and  the  art  of  resolving  and 
channeling  social  conflicts.  Is  the  factor 
that  must  define  the  grand  directions  and  mark 
out  basic  patterns  for  the  admn I strat i on  to 
fol l ow . [ 5 ] 


Finally,  more  directly  related  to  the  present  study  is 


the  explicit  recognition  given  by  de 


Madr id's 


Minister  of  Programming  and  Budget  (and  PRl's 
presidential  candidate)  to  the  primacy  of  the  political 
in  planning  and  decision-making: 

The  system  of  national  planning 
inaugurated  Is  not  simply  a  process  of  making 
decisions,  selecting  alternatives  and 
assigning  resources;  the  planning  and  popular 
participation  which  supports  it.  In  the 
measure  in  which  it  transforms  social  reality, 
has  an  essentially  political  char acter . [ 6 ] 


if  the  IBM  decision  can  best  be  explained  by  the 
politicking  model,  we  would  expect  the  following 
features  to  be  present  in  the  decision-making  process: 

1.  individual  players  favor  a  decision  that  is  in 
accord  with  their  priorities  and  "the  face  of  the 
issues"  they  see; 

2.  individual  players  attempt  to  build  coalitions  to 


M 

convince  others  that  what  needs  to  be  done  is  what 

B 

they  propose  be  done;  and 

E 

3.  the  decision  outcome  is  different  from  what  any 

£ 

player  proposed. [7] 

* 
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l  will  proceed  by  focusing  first  on  the  principal 

r 

actors,  their  policy  preferences  and  the  issues  that 

1 

they  raised.  Secondly,  I  will  examine  the  alliances 

| 

they  formed  and  their  attempts  to  Influence  the  decision 

via  these  alliances.  Finally,  I  will  look  at  the  effect 

of  bargaining  and  the  exercise  of  power  on  the  final 

t* 

i 

* 

outcome  vis-a-vis  the  original  proposal. 

t 

Actors,  Preferences  and  Issues 

i 

a 

t 

In  broad  terms,  the  political  process  may  be 

\l 

* 

» 

described  as  an  attempt  by  at  least  one  group  of 

committed  actors  to  sway  the  uncommitted  in  attempts  to 

/ 

persuade  the  dec  I s I onmaker ( s )  to  decide  in  their  favor 

• 

’ 

on  a  particular  issue. [8]  Of  Interest,  then,  is 

’» 

1 

r 

identifying  who  the  committed  are,  what  they  are 

s 

committed  to,  and  by  what  mechanisms  they  attempt  to 

i 

sway  the  uncommitted  to  their  side. 

in  the  IBM  case,  the  two  groups  of  committed  actors 

t 

< 

were  those  who  favored  IBM's  entrance  into  the 

f 

microcomputer  market  and  those  who  were  opposed.  The 

1 

» 

i 

i 

major  protagonists  were,  of  course,  IBM  in  the  first 

group  and  AMFAB I  In  the  second. 
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The  first  group 
included  officials  within  the  Foreign  Investments 
Regulation  and  Technology  Transfer  Subsecretar i at  of 
SECOF I .  Prominent  among  these  was  Adolfo  Hegewisch 
Fernandez,  the  Subsecr etary .  The  U.S.  Departments  of 
Commerce  and  State  were  sympathetic  to  IBM's  proposal. 
Sympathetic  also  (although  commitment  levels  varied) 
were  representatives  of  private  Industry  associations 
whose  interests  I le  with  the  export  sector  as  we l I  as 
with  a  more  open  role  for  foreign  Investment  and  less 
government  Intervention  In  the  economy.  Representative 
of  export  interests  is  the  National  Association  of 
Importers  and  Exporters  of  the  Mexican  Republic 
(Asoc/aclon  Nacional  de  I mportadores  y  Exportadores  de 
la  Republic  a  Mexicana,  ANIERM).  Representative  of  less 
government  intervention  in  the  economy  is  The 
Confederation  of  Employers  of  the  Mexican  Republic 
( Confederacion  Patronal  de  la  Republlca  Mexicana, 
COPARMEX).  The  views  on  greater  latitudes  for  the 
private  sector  and  on  the  benefits  to  the  Mexican 
economy  of  an  export-led  strategy  of  growth  were  most 
prominently  represented  in  the  press  by  Jose  Perez 


Stuart,  author  of  the  "Por taf o I i os"  column  in  Excelsior. 


Those  who  sided  with  AMFABI's  oppostion  to  IBM's 


entry  into  the  Mexican  microcomputer  market  under  100 
percent  foreign  ownership  were  officials  within  the 
industrial  Promotion  Subsecr etar i at  of  SECOF I .  Prominent 
among  these  were  Mauricio  de  Maria  y  Campos,  the 
Subsecretary,  Dr.  Jose  Warman,  Director  of  the 
Electronics  Industry,  and  Dr.  Ricardo  Zermeno, 
Subdirector  and  subsequent  Director  of  the  Electronics 
Industry.  Sympathetic  with  them  were  members  of  leftist 
political  parties  and  the  newspaper  columnist  who  wrote 
the  "Los  Capltales"  column  for  Exce I s I  or ,  Edgar  Gonzale2 
Mart i nez . 

The  uncommitted  were  members  of  the  National 
Foreign  Investment  Commission  at  both  the  working  level 
and,  particularly,  at  the  ministerial  level. 

The  priorities  of  those  committed  against  IBM's 
entry  involved,  explicitly  or  implicitly,  furthering  the 
"National i st  Project."  With  respect  to  the  microcomputer 
industry,  the  objective  was  to  attain  national 
self-sufficiency  in  this  sector  considered  a  strategic 
leading  industry.  The  importance  of  the  industry  in 
contributing  to  Mexico's  economic  growth  was  recognized 


by  both  Dr.  Warman  and  Dr.  Zermeno.  Dr.  Warman  noted 


x 


that  growth  in  the  electronics  industry  had  been  at  a 
rate  of  17  percent  from  1975  to  1985;  that  the 
electronics  industry  acted  not  as  a  final  consumption 
good  but  as  a  capital  good,  i .e.  as  an  input  for 
production;  and,  that  employment  in  the  U.S.  electronics 
industry  had  grown  at  an  annual  rate  of  15  percent  from 
1981  to  1985. [9]  He  also  noted  the  I ncor porat i on  of 
thousands  of  electronics  products  in  Industry  and 
credited  the  utility  and  ubiquity  of  those  products  for 
the  newly  earned  reputation  of  the  electronics  Industry 
as  "the  oil  In  the  gears  of  I ndustry . " [ 10]  Dr.  Zermeno, 
likewise,  selected  electronics  among  the  three  leading 
technologies  -  electronics,  biotechnology  and  special 
materials  -  as  the  key  technology  of  importance  for 
Mexico  at  the  current  time. [11]  Both  believed  in 
developing  national  self-sufficiency  In  the  electronics 
industry  and  In  an  active  role  for  the  state  in 
promoting  it  and  both  expressed  bitterness  at  U.S. 
officials  for  supporting  policies  that  benefitted  IBM, 
such  as  opposing  the  publication  of  PIDIE.[12]  On  the 
topic  of  self-sufficiency  In  the  electronics  industry, 
"he  Subsecretary  of  Industrial  Promotion,  Mauricio  de 
Maria  y  Campos,  had  this  to  say: 


the  government  is  interested  in 
developing  national  entrepreneur sh i p  as  the 
best  opt, on  for  achieving  Industrial  and 
technological  self-sufficiency  In  the 
electronics  industry  which  is  a  strategic 
sector  of  the  economy.  What  we  want,  and  we 
have  said  it  before,  is  not  only  an 
electronics  industy  In  Mexico  but  of  Mexico. 
We  want  to  arrive  In  the  twenty-first  Century 
as  actors  not  as  mere  spectators  of  industrial 
development  and  we  have  faith  in  the  capacity 
of  Mexican  entrepreneur s  to  achieve  it,  let 
that  be  c  I  ear  .  '*  [  1  3  ] 


in  contrast,  the  priorities  of  those  government 
officials  within  the  Foreign  Investments  Subsecretariat 
committed  in  favor  of  IBM's  entry  aligned  more  closely 
with  the  tenets  of  the  neo-liberal  project.  The 
relevance  of  the  electronics  Industry  to  national 
development  lay  more  In  the  capacity  to  generate  exports 
and  to  contribute  to  the  modernization  and 


only  to  save  foreign  exchange  by  supporting  the  local 


manufacture  of  previously  imported  products,  but  to 


contribute  to  the  process  of  modernization,  efficiency, 
competitiveness,  and,  consequently,  export  potential 
that  Mexico  desperately  needed  to  meet  its  debt  service 
obi  igations  as  we  I  I  as  to  establ  ish  a  more  balanced 
basis  for  renewed  economic  growth.  Hegew I sch  makes  a 
clear  linkage  between  foreign  investment  and  export 
capab i l I ty  in  his  opening  remarks  at  a  seminar  on 
"Guidelines  on  Policies  on  the  Transfer  of  Technology" 
delivered  before  the  Mexican  Foreign  Trade  Institute 
(  I  MCE)  : 

We  have  to  approach  foreign  investment 
not  Just  as  capital  flows,  but  as  coming  to 
create  an  important  export  plant  to  rationally 
and  efficiently  substitute  imports  In  addition 
to  contributing  to  an  actual  transfer  of 
techno  I ogy .[14] 

From  these  opposing  perspectives,  the  perceptions 
of  the  two  sets  of  government  officials  as  to  how  best 
to  structure  po I  icy  I  ikely  to  Involve  foreign  investment 
in  the  electronics  industry  also  differed.  Whereas  the 
officials  from  Foreign  investment  believed  that 
attracting  foreign  Investment  in  the  electronics  sector 
was  a  good  way  to  begin  the  industrial  reconversion 
process  in  the  electronics  industry  and  to  make  it  more 
competitive  in  export  markets,  the  officials  from 


Industrial  Promotion  emphasized  local  content 
requirements  to  foster  vertical  Integration.  While  the 
latter  believed  in  providing  protection  and  fiscal 
incentives  to  give  an  impetus  to  local  entrepreneurs, 
the  former  be  I  I eved  that  protection  had  to  be 
rationalized  In  view  of  past  Inefficiencies  of 
protectionist  po I  I c I es . [ 1 5 ]  In  effect,  there  was  a 
certain  lack  of  confidence  In  national  entrepreneurs  and 
the  mandate  to  increase  foreign  Investment  was,  In  part, 
to  replace  from  another  source  funds  that  had  left  the 
country  through  capital  flight. [16] 

These  differences  over  priorities  and  perceptions 
affected  the  different  "faces  of  the  issue”  that  each 
set  of  officials  saw.  With  regard  to  decisionmaking  in 
general  in  which  there  is  more  than  one  participant, 
Ha l per i n  and  Kantner  point  out  that 

The  individuals  involved  in 
decisionmaking  do  not  see  the  problem  in  t'  a 
same  way,  nor  do  they  have  the  same 
interests.  Each  participant,  because  of  his 
background  and  his  particular  role  in  the 
government,  has  access  to  different 
information  and  has  different  concerns.  Each 
sees  a  different  face  of  the  issue. [17] 

This  was  true  in  the  IBM  case  with  respect  to  the  issues 
of  defining  the  rules  of  the  game,  foreign/monopoly 


displacement  of  national  Industry,  protectionism,  and 
national  self-sufficiency.  For  the  Industrial  Promotion 
officials  as  well  as  the  leaders  of  AMFAB I  the  rules  of 
the  game  needed  to  be  defined.  For  both  defining  the 
rules  meant  that  the  market  reserve  for  microcomputers 
for  Mexican  majority  nationals  (51  percent  or  greater  of 
Investment  capital)  had  to  be  respected.  In  fact  AMFAB l 
and  Industrial  Promotion  officials  were  In  favor  of 
publishing  the  Computer  Plan,  or  an  update  thereof,  in 
decree  form. [18]  To  the  officials  of  Foreign 
Investments,  as  to  IBM,  the  rules  were  clear:  first,  the 
Foreign  Investments  Law  allowed  majority  foreign 
Investment  in  areas  of  strategic  Importance  to  the 
national  Interest,  and  second,  the  Foreign  Investment 
Guidelines  published  in  February  1984  Identified  the 
area  of  computation  (without  excluding  microcomputers) 
as  one  of  those  areas. [19] 

On  the  Issue  of  foreign  monopoly,  the  officials  of 
Industrial  Promotion  were  sympathetic  to  AMFAB l ' s 
arguments  that  allowing  IBM's  entry  into  the 
microcomputer  market  would  displace  national  companies. 
This  claim  was  based  on  IBM's  reputation  for  dominance 
In  the  mainframe  and  minicomputer  markets.  In  the  U.S. 
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as  of  July  1985,  IBM's  share  of  large  systems 
(mainframes)  was  72  percent  wh I le  It  held  31  percent  of 
medium  systems,  23  percent  of  small  systems  and  29 
percent  of  the  personal  computer  market. [20]  In  Mexico, 
the  respective  shares  in  March  1985  were  45  percent  of 
the  mainframe  and  30  percent  of  the  minicomputer 
market. [21]  The  projection  of  IBM  dominance  in  the 
microcomputer  market  was  based  on  IBM's  market 
experience  in  the  U.S.  where  IBM  had  Increased  its  share 
of  the  personal  computer  (PC)  market  from  19  percent  In 
1982  to  35  percent  In  1984  at  the  expense  of  Apple, 
Tandy  and  Hewlett-Packard  (see  Table  8).  in  Latin 
America,  Apple  had  been  the  dominant  maker,  holding  70 
percent  of  the  market  In  1983. [22]  In  Mexico,  Its  market 
share  had  decreased  from  70  percent  in  1981  to  40 
percent  in  1983  with  the  Introduction  of  competing 
brands. [23]  Hence,  despite  claims  that  the  only 
objection  to  IBM  was  that  it  did  not  want  to  play  "by 
the  same  rules  as  everyone  else"  as  Richard  Hojel  of 
Apple  complained,  the  underlying  issue  was  a  battle  for 
the  market  -  a  battle  Into  which  Mexican  government 
officials  were  drawn. 
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Table  8 

PC  Market  Shares  -  U.S. 


1  982 

1984 

IBM 

1  9% 

35% 

App  1  e 

25% 

17% 

Tandy 

13% 

* 

Hewlett-Packard 

5% 

* 

*  Not  Reported 


Source:  El  Financlero,  “IBM  Invert  Ira  56  mil  mdp  en  5 
anos  para  mantener  el  llderazgo  mundlal,"  19  January 
1985,  p.  15. 


On  the  issue  of  the  displacement  of  national  firms 
due  to  projected  market  dominance  by  IBM,  officials  from 
the  Foreign  Investments  subsecr etar I  at  tended  to  support 
IBM's  view  that  AMFABI's  claims  were  exagger ated .[ 24 ] 
Manuel  Conde  of  IBM  had  long  claimed  that  there  was  room 
enough  for  everyone .[ 25 ]  Besides,  as  Foreign  Investment 
officials  pointed  out,  IBM's  project  was  essentially  an 
export  or lented  proposal  with  92%  of  production  destined 
for  exports  to  Latin  America  and  North  America.  With  an 
estimated  product  I  on-run  of  663,000  units,  this  left 
51,000  units  or  10,200  units  per  year  to  compete  In  the 
Mexican  market  which  was  variously  estimated  to  demand 
between  20,000  to  60,000  units  per  year  (with  some 
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,  estimates  ranging  from  as  low  as  8,000  to  as  high  as 

! 

|  100,000  units  per  year). [26]  Hegewlsch,  In  a  report  made 

available  to  El  F i nanc I ero ,  complained  that  the  Mexican 
nationals  were  not  meeting  the  demand  of  the  market. 
Whereas  the  demand  was  estimated  as  at  least  8,000  units 
per  year,  local  producers  were  only  manufacturing  5000 
units  per  year  (as  of  end  1984). [27]  It  was  estimated 
that  the  gap  was  partially  being  filled  by  contraband  at 
the  rate  of  50  percent  of  the  units  I nsta I  I ed . [ 28 ]  On 
the  other  hand,  the  excess  of  demand  over  supply 
benefitted  the  protected  producers  In  the  form  of  higher 
prices.  Berry  notes  that  In  1985  “Mexican  assemblers 
sold  units  at  prices  1.15  to  1.3  times  U.S.  list  prices, 
compared  to  2-3  times  U.S.  prices  as  early  as 
1 983-1984 . " [29] 

i 

On  the  issue  of  protectionism  versus 
competitiveness.  whereas  the  Industrial  Promotion 
officials  were  partial  to  continuing  the  protectionist 
po I i c i es  embedded  in  the  Computer  Plan  under  which  the 
local  m i crocomputer  industry  had  been  const i tuted ,[ 30 ] 
the  1985  report  from  Hegewisch's  office  criticized  the 
effects  cf  these  po 1 icies  not  only  for  high  prices  and 
low  productivity  but  also  for  obsolete  technology. 


problems  of  quality  control.  Inconsistent  maintenance, 
and  fai lure  to  achieve  national  Integration  goals  -  a 
keystone  of  the  program. [31] 


Finally,  self-sufficiency  was  a  goal  highly  touted 
by  the  Industrial  Promotion  officials,  while  officials 
from  Foreign  Investment  were  more  receptive  to 
comparative  advantage  arguments  that  focused  on  market 
niches,  complementarity  and  integration  into  the  world 
economy. [32]  Both  sides  of  the  Issue  were  perhaps  best 
expressed  in  a  debate  in  the  Chamber  of  Deputies.  Deputy 
Ricardo  Gove  I  a  Autrey  of  the  Socialist  Worker's  Party 


(PST)  argued  against  IBM  entry  by  noting  that  the 
National  Development  Program,  1983-1988  had  singled  out 
the  electronics  industry  as  one  of  leading  technology 
which  should  be  supported  due  to  the  technological  base 
it  could  provide  for  strengthening  national  economic 
i ndependence . [ 33 ]  In  response,  Deputy  Miguel  Angel  0  I ea 
Enriquez  of  the  PR  I  cautioned  against  risks  from 
choosing  either  of  two  extremes.  On  the  one  hand, 
fol  lowing  the  Brazi  I  Ian  model  which  seeks  an  autonomous 
electronic  and  computer  Industry  nationally  integrated 
with  a  nationally  developed  technological  base  would  run 


the  risk  of  consolidating  an  obsolete  and  inefficient 
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technology  In  a  strategic  industry.  On  the  other  hand, 
following  a  model  which  favors  consolidation  of  a  modern 
and  efficient  industry  with  ample  capacity  to  respond  to 
technological  change  but  which  would  be  controlled  from 
abroad  with  monopolistic  character i st I cs  would  make 
Mexico  highly  vulnerable  and  dependent  on  developments 
abroad.  A  middle  course,  Deputy  0 1 ea  argued,  would 
comply  with  both  the  National  Development  Plan  and  the 
Computer  Plan  in  the  goals  of  consolidating  an  Industry 
that  would  be  competitive  and  efficient  and  Incorporate 
elements  of  national  integration.  But  he  criticized  the 
national  industrialists  in  the  electronics  Industry  for 
se l ling  at  prices  50  percent  above  the  market,  for  not 
providing  the  latest  technology  and,  most  pointedly  with 
regard  to  the  sovereignty  issue,  questioned  whether 
those  who  merely  assembled  components  imported  100 
percent  from  abroad  could  truly  be  called  "national" 
manufacturers. [34] 


Alii  ances 


Two  generalizations  can  be  made  with  respect  to  the 
establ  ishment  of  po  1  i t I ca I  a  I  I  iances.  First,  the  more 
controversial  the  issue,  the  greater  the  number  of 
players  that  wi  I  I  eventual  ly  get  involved.  Secondly, 
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the  greater  the  number  of  players  the  more  likely  it  is 
that  coalitions  will  form. 

As  there  were  basically  two  sides  of  the  issue 
those  for  and  those  against  IBM  entry  -  two  basic 
alliances  developed.  Those  opposing  IBM's  entry  formed 
both  "natural"  or  functional  alliances  and  unexpected  or 
"political"  ones  -  the  type  that  exemplify  the  saying 
that  "DOlitics  makes  strange  bedfellows."  A  group  of 
private  sector  industrialists  In  the  electronics 
industry,  particularly  In  the  Informatics  sector 
dedicated  to  the  manufacture  or  assembly  of  computers 
and  peripheral  equipment,  found  a  natural  alliance  among 
themselves  within  their  formal  industrial  chamber,  the 
National  Chamber  of  the  Electronics  and  Electrical 
Communications  Industry  (CANIECE).  Because  this  Chamber 
included  IBM  as  an  obligatory  member  and  could  only 
speak  on  matters  of  common  interest  to  al I  members, 
those  opposed  to  IBM's  entry  in  the  m i crocomputer  field 
formed  their  own  private  association,  the  Mexican 
Manufacturers  of  Information  Goods  ( AMFAB I ) . [ 35 ]  This 
consisted  of  thirty-six  companies  of  majority  Mexican 
capital  who  felt  their  interests  threatened  by  the  IBM 
proposal. [36]  They  founH  »  natural  aliv  among  the 


243 


officials  of  Industrial  Promotion  who  had  been 


responsible  for  the  fostering  of  their  I ndustry . [ 37 ] 

Such  a  relationship  between  an  Industrial  chamber,  or  a 

private  association  which  springs  from  it,  is  not 

uncommon  as  revealed  by  Robert  Scott: 

Though  they  are  not  part  of  the  party 
organization,  the  c smaras  have  friends  in 
court  in  the  form  of  political  and  functional 
organization  leaders  who  are  silent  (and 
sometimes  not  so  silent)  partners  In  private 
enterpr I se . [38 ] 

While  this  represented  a  natural  alliance,  an  unexpected 
one  -  for  industrialists,  generally  consideied  as  a 
conservative  group  -  was  formed  with  spokesmen  for 
leftist  parties,  such  as  Deputy  Ricardo  Gove  I  a  Autrey  of 
PST,  who  argued  AMFABI's  case  before  the  Chamber  of 
Deputies.  Also  arguing  AMFABI's  case  In  public  were 
leftist  members  of  the  press  such  as  Edgar  Gonzalez 
Martinez  whose  "Los  Cap  I  tales"  column  In  Exce I s i or 
frequently  attacked  IBM  and  its  project.  Charges  that 
IBM  threatened  de  la  Madrid's  government,  was  trying  to 
achieve  advantages  through  blackmail,  and  would  crush 
the  Mexican  electronics  industry  were  standard  fare  in 
the  "Los  Capitales"  column. [39] 

On  the  other  side  stood  IBM  which  attempted,  if  not 
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to  form  coalitions,  at  least  to  influence  the 
decision-making  bureaucracy  and  public  opinion  In  Its 
favor.  Tactics  for  IBM's  strategy  included  lobbying  of 
government  bureaucrats,  presentations  to  local  providers 
of  parts  and  components,  a  public  relations  campaign, 
its  own  use  of  the  press  to  influence  public  opinion, 
and  a  natural  support  for  the  objectives  of  the  Foreign 
investment  officials. 


The  lobbying  of  government  officials  was  handled 
primarily  by  Manuel  Conde  Palazuelos,  Executive  Director 
of  IBM  de  Mexico  and  Vice-President  of  COPARMEX,  who  was 
in  constant  contact  with  officials  of  SECOF I .  He  also 
lobbied  officials  of  other  ministries.  As  the  nephew  of 
Jesus  Silva  Herzog,  Minister  of  Finance,  he  was  able  to 
get  access  to  high  officials.  For  example,  he 
personal ly  presented  IBM's  case  to  Miguel  Mancera  of  the 
Bank  of  Mexico  and  to  Emilio  Gamboa  Patron,  President  de 
la  Madrid's  personal  secretary . [40] 


An  attempt  to  gain  the  support  of  local  providers 
took  the  form  of  a  presentaion  to  CAN  I ECE  in  early  June, 
1984.  These  companies  could  see  the  potential  benefits 
of  IBM's  entry  for  their  business  since  the  large  amount 
of  production  (663,000  units  in  5  years)  would  mean 
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demands  for  their  parts  and  components  as  required  by 
the  local  contents  provision  of  Industrial  Promotion's 
operative  plan  for  the  microcomputer  sector. 
Nevertheless,  they  were  unwilling  to  publicly  support 
IBM  against  AMFAB I  members  for  whom  they  also  supp  I  led 
parts  and  components . [41 ] 


The  public  relations  campaign  was  apparently 
expens i ve .[ 42 ]  It  included  the  sponsorship  of  cultural 
activities  such  as  art  exhibits  and  television 
programs[43]  as  well  as  support  for  computer  programs  In 
several  Mexican  institutions  of  higher  learning,  such  as 
UNAM ,  the  National  Po I y techn i ca I  institute  (IPN),  and 
the  Monterrey  Institute  of  Technology  and  Higher 
Educat Ion  (I TESM) . [44] 


IBM  ut i l i zed  the  press  to  present  Its  case  to  the 
pub l  ic  as  we  I  l  as  to  defend  Itself  against  attacks  from 
its  opponents.  In  late  1983,  IBM  de  Mexico  President 
Rodrigo  Guerra  tried  to  align  IBM  with  the  exoressed 
goals  of  the  Mexican  government,  particularly  those 
coincident  with  the  newly  formed  Subsecretar I  at  for 
Foreign  Investments  and  Technology  Transfer.  In  linking 
IBM's  contribution  to  Mexico's  development  goals  he 
pointed  out  that  "the  most  Important  thing  is  to  produce 
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exports  and  foreign  exchange  for  Mexico. "[45]  While 
initial  ly  keeping  detal  Is  of  its  proposal  from  the 
press,  these  were  known  to  government  officials  and  to 
AMFABI,  who  had  been  briefed  on  the  proposal  In  early 
June  1984.  However,  in  response  to  rumors  that  IBM's 
proposal  would  be  a  joint  venture,  the  company  responded 
that  its  proposal  was  one  that  entailed  100  percent 
foreign  ownership  as  allowed  under  the  Foreign 
Investment  Guidelines  and  the  recently  published 
industrial  Plan  (PRONAFICE)  for  projects  of  "great 
importance  In  the  development  of  the  Industry  and  of 
exports . " [46]  In  a  press  conference  held  on  8  October 
1984,  Rodrigo  Guerra  and  Manuel  Conde,  the  two  top  IBM 
de  Mexico  officials,  further  revealed  that  the  major 
elements  of  its  proposal  Included  large  export  volumes, 
the  creation  of  new  employment  of  a  high  technological 
level,  additional  tax  payments  to  the  Mexican  government 
and  business  opportunities  for  Mexican  industries  in  a 
position  to  supply  parts  and  components  to  IBM,  but  they 
did  not  reveal  any  specific  figures  as  "the  project  was 
not  yet  aut hor i zed . " [ 47 ]  Further,  in  defense  against 
attacks  which  had  appeared  in  Excelsior's  "Los 
Cap;tales"  columns,  IBM  issui  J  an  open  letter,  printed 
by  Excelsior,  which  denied  its  attempts  to  pressure  the 
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Mexican  government,  denied  that  Its  entry  would  create  a 
monopoly  in  the  Mexican  microcomputer  market  any  more 
than  it  had  in  the  U.S.  market  and,  on  the  contrary, 
claimed  that  IBM's  participation  in  the  market  would 
prove  a  boon  to  the  majority  of  AMFAB I  members. [48] 
Final ly,  as  AMFABI  had  a  natural  ally  In  columnist  Edgar 
Gonzalez  Martinez,  so  IBM  had  a  natural  al ly  In  Jose 
Perez  Stuart,  also  of  Excelsior.  Perez  Stuart  criticized 
the  local  Industry  for  manufacturing  overpriced 
computers  of  poor  qua  1  I ty  and  obsolescent  technology  and 
for  failing  to  generate  the  quantity  of  exports  required 
of  them  in  the  Computer  Plan  while,  at  the  same  time, 
suggesting  the  benefits  of  IBM  for  Mexico  in  terms  of 
high  export  volume,  leading  technology,  and 
competitiveness  for  the  local  i  ndust r y . [ 49 ] 

Whereas  the  pros  and  cons  argued  In  the  local  press 
may  have  cancel  led  each  other  out  in  the  minds  of 
Mexican  officials,  remarks  in  the  U.S.  press  on  IBM's 
proposal  worked  against  IBM's  interests.  The  reports 
coming  out  of  the  New  York  Times,  the  Wall  Street 
Jour  na  I  ,  and  the  Wash i naton  Post  which  were  echoed  by 
Excelsior  ,  Mexico  City:  The  News ,  and  El  He  r  a l do  i n 
Mexico  City  from  26  October  to  29  November  indicated 
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that  Mexico  was  on  the  verge  of  making  a  decision  on  the 
IBM  case.  The  majority  of  the  earlier  reports  hinted  at 
a  favorable  decision  citing  that  agreements  in  principle 
had  already  been  reached  with  IBM. [50]  This  angered 
Mexican  of f i c i a  I s [ 5 1 ]  who  Indicated  that  no  decision  had 
yet  been  reached[52]  and  who  Interpreted  these  press 
reports  as  pressure  from  IBM  on  the  Foreign  Investment 
Commission  to  vote  favorably  on  their  project. [53] 


Hence,  due  to  pressures  from  AMFABI,  the 
nationalist  press,  the  opposition  from  Industrial 
Promotion  officials  and  reaction  to  perceived  pressures 
from  IBM  via  the  U.S.  press,  the  decision  on  IBM  was 
postponed  in  late  November  of  1984  and  rejected  on  17 
January  1 985 . [ 54 ] 


Bargaining,  Decision-Making  Power ,  and  Final  Outcome 


Prior  to  an  official  decision,  IBM  and  AMFABI  had 
each  committed  themselves  to  try  to  Implement  their  own 
agenda  and  they  sought  coal itions  to  press  for  their 
preferred  outcome.  Up  until  the  initial  rejection,  the 
bargaining  process  had  apparently  yielded  little 
compromise  between  IBM  and  those  government  officials 
opposed  to  its  proposal .  IBM's  rejected  proposal  was 
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essentially  similar  to  its  original  proposa I . [ 55 ]  It  was 
only  after  the  official  rejection  that  IBM  began  to  make 
important  changes.  One  element  IBM  was  determined  to 
retain  was  100  percent  equity.  It  was  prepared  to  make 
concessions  but  not  on  the  order  of  the  $500  mi  I  I  ion 
semiconductor  plant  which  was  what  Industrial  Promotion 
officials  were  pressing  for. [57]  The  terms  the  Mexican 
government  wanted  (as  articulated  by  Adolfo  Hegew i sch  In 
El  F i nanc i er o  on  16  January,  the  day  before  the 
rejection)  were  the  following: 

1.  a  commercial  surplus,  and  a  minimum  ratio  of  2  to 
1  exports  to  Imports; 

2.  a  level  of  exports  in  1989  between  10-25  percent 
of  the  world  demand  for  microcomputers; 

3.  in  the  transfer  of  technology,  an  emphasis  on 
scholarships  and  the  creation  of  an  International 
office  of  sales  for  electronic  components; 

A.  marketing  In  Mexico  solely  through  Mexican 
d i str i butor s ; 

5.  a  program  for  the  development  of  supp I iers  to 
avoid  current  problems  In  this  area  -  therefore 
requests  that  IBM  make  a  $20  ml  I  I  ion  investment  in 
four  years; 

6.  prices  within  10-15  percent  of  U.S.  prices; 

7.  a  commitment  to  develop  in  Mexico  the  technology 
for  the  PC-AT  six  months  after  its  introduction  in 
the  U . S  .  ; 

8.  an  agreement  that  IBM  would  not  export  to  Mexico 
microcomputers  from  any  of  Its  plants  worldwide; 

9.  an  agreement  that  IBM  would,  In  the  short  term, 
maintain  an  industrial  plant  of  microcomputers  in 
Mexico  as  an  exporter  to  markets  In  Asia  and  the 
American  continent,  excluding  the  U.S.; 

10.  distributors  who  were  not  exclusively  those  of 
l  BM ; 

11.  an  agreement  not  to  manufacture  microcomputers 
with  a  memory  capacity  of  less  than  100  ki lobytes; 


12.  an  agreement  that  IBM  should  reach  at  least  the 
following  levels  of  national  integration  in  Its 
first  four  years  of  operation:  51,  65,  72  and  85 
percent ; 

13.  an  agreement  to  limit  Its  participation  to  a  25 
percent  share  of  the  local  market  -  dedicating  a 
minimum  of  90  percent  of  Its  production  to 
export . [ 58 ] 


With  the  assurance  that  the  rejection  was  only 
temporary  -  "on  the  terms  In  which  It  was  proposed"  - 
IBM  indicated  Its  willingness  to  negotiate  by  announcing 
that  it  would  submit  a  new  proposal.  At  this  point,  the 
higest  levels  -  those  with  decision-making  power 
became  ostensibly  involved.  IBM  President  John  F.  Akers 
referred  to  the  refusal  as  "partly  economic  and  partly 
political"  but  promised  that  IBM  would  present  new 
proposals  that  would  be  "more  attractive  on  their  own 
terms. "[59]  On  the  Mexican  side,  clearly,  President  de 
la  Madrid  became  personally  Involved.  Edgar  Gonzalez 
Martinez  reported: 

The  transnational  company  managed 
successful ly  to  bypass  the  middle  and  even  the 
higest  technical  and  political  levels  of 
decision  of  the  government;  this  time,  it 
seems,  the  respons I b i  I  ity  wi  I  I  fall  only  on 
the  head  of  SECOF I ,  Hector  Hernandez 
Cervantes,  but  with  the  approval  or  refusal  of 
the  President,  Miguel  de  la  Madr i d . . . [ 60 ] 


Gonzalez  Martinez  further  reported  that  Hernandez 
received  and  closely  protected  IBM's  revised  project 


lest  any  leak 


I  ead 


to 


Indiscretions  that  could 


jeopardize  an  upcoming  trade  agreement  with  the  United 
States. [61]  The  suggestion  that  the  middle  and  highest 
technical  and  political  levels  -  Involving  the  Foreign 
investment  Commission  -  had  been  bypassed  is  supported 
by  the  fact  that  the  announcement  in  principle  to 
approve  IBM's  revised  proposal  came  while  Secretary 
Hernandez  and  Subsecretary  Hegewlsch  were  travelling 
with  the  President  In  Western  Europe  to  encourage 
European  investors  to  invest  in  Mexico.  Indicating  that 
only  a  few  details  remained,  offlcais  announced  that 

it  is  anticipated  that  the  agreement  will 
be  signed  In  a  little  more  than  a  month  after 
the  President's  return. [62] 

The  report  turned  out  to  be  accurate,  as  the  agreement 
was  announced  on  24  July  1985.  [63] 


As  would  have  been  expected  In  the  bargaining 
process  postulated  in  the  politicking  model,  the  final 
outcome  was  different  from  that  which  any  player  had 
proposed.  The  government  did  allow  IBM  Its  100  percent 
equity  in  accordance  with  provisions  in  the  Foreign 
Investment  Guidelines.  It  did  not  get  a  commitment  from 


IBM  to  program  a  level 


of  exports  from  Mexico  at  between 


10-25  percent  of  world  demand  for  IBM  microcomputers . 


Nor  did  IBM  commit  Itself  to  develop  In  Mexico 
technology  for  the  PC-AT.  Nor  did  It  agree  not  to  export 
to  Mexico  m I cr ocomputer s  from  its  other  worldwide 
plants. [64]  On  the  other  hand,  IBM  did  agree  to  the 
other  recommendations  of  the  Mexican  government  to 
improve  the  acceptability  of  Its  project.  Although  some 
of  them  were  already  part  of  IBM's  original  proposal 
(scholarships,  an  International  sales  office,  and 
Mexican  d l str I butors ,  e.g.),  others  were  new. 
Significant  among  these  were:  In  lieu  of  a  semiconductor 
plant  a  semiconductor  technology  center;  an  increase  in 
the  number  of  Jobs;  and  an  increase  in  the  amount  of 
investment  for  the  project.  The  semiconductor  center 
was  to  be  dedicated,  IBM  de  Mexico  President  Rodgrigo 
Guerra  announced,  to  the 

design,  assembly,  testing  and 
certification  of  chips  as  well  as  other 
electronic  components  which  would  be 
appropriate  to  local  specifications  and 
designs  for  industry,  the  universities  and  the 
government . [ 65 ] 

Hence,  it  was  to  serve  as  the  foundation  for  developing 
skills  and  an  infrastructure  for  the  initiation  of 
self-sufficiency  of  the  Mexican  electronics  Industry  in 
this  field. [66]  Although  the  increase  in  the  number  of 
jobs  was  not  significant  quantitatively  (from  80  to  240 


direct  and  880  to  1460  indirect), 


i  t  was ,  at  I  east , 


symbol ic  of  IBM's  desire  to  satisfy  the  objection  to  its 
original  project  In  this  area.  Likewise,  on  the  amount 
of  investment,  wh I  le  the  increase  from  $6.6  ml  I  I  Ion  to 
$91.1  million  in  part  represented  the  Inclusion  of  I  terns 
contemplated  but  not  previously  tabulated  In  the 
original  proposal,  It  also  reflected  some  additional 
expenditures.  It  satisfied  the  Mexican  government's 
requirement  that  a  project  requesting  100  percent 
investment  make  a  "significant  contribution"  to  the 
nation's  development. 

Cone  I  us  I  on 

Al I  the  elements  of  a  po I Iticklng  process 
including  not  only  bureaucratic  infighting  but  interest 
group  pressures  as  well  -  are  evident  in  this  case, 
individual  players  within  the  bureaucracy  as  well  as  IBM 
and  AMFABI,  the  two  protagonists,  favored  and  attempted 
to  influence  a  decision  in  accordance  with  their 

i 

i  priorities,  perceptions  and  "the  face  of  the  issues" 

I 

thoy  had  in  sight.  They  succeeded  in  bu i Iding 
coal itions  to  convince  others  that  what  was  needed  and 
what  they  proposed  was  one  and  the  same.  AMFABI  formed 


a  coal i t ion  with  members  of  the  Industrial  Promotion 


bureaucracy  and  with  leftist  members  of  the  press.  IBM 
attempted  to  form  a  coal Ition  wltn  supp I iers  of  parts 
and  components  but  failed.  It  did,  however,  have  a 
natural  al ly  in  the  Foreign  Investments  bureaucracy  and 
support  among  rightist  elements  In  the  press  while  It 
attempted  to  sway  public  opinion  and  Intensely  lobbied 
members  of  the  Foreign  Investments  Commission.  Finally, 
the  fact  that  a  bargaining  process  was  in  play  is 
evident  In  that  the  final  outcome  (approved  project)  was 
different  from  that  which  any  player  had  proposed. 

What  this  decision  mode ( ,  however,  does  not  make 
clear  is  what  determined  the  final  bargaining 
positions.  The  rational  policy  model,  which  focuses  on 


ob  j  ect i ves , 

l  s 

better  su 

i  ted 

to 

answer 

that 

quest i on . 

Nor  does  the 
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mode  1 

exp  lain  why  the 
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for 
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from 
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of 

the 

bur eaucr acy 

to 

the  higher 
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1  s 

and ,  1 

ndeed  , 

to 

the 

level  of  presidential  involvement.  This  is  better 
explained  by  organizational  process  In  conjunction  with 
the  author i tar i an  model.  To  determine  how  these  models 
complement  one  another,  how  they  reveal  the  distribution 
of  power  and  influence  at  various  stages  of  the 
decision-making  process,  and  how  they  provide  a  better 


explanation  of  Mexican  decision-making  and,  hence,  c 
view  of  the  inner  functioning  of  the  Mexican  political 
system,  I  will  take  up  a  synthesis  of  this  model  ir 
chapter  seven  . 
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30.  Aside  from  barring  majority  foreign  investment  in 
this  field  thereby  protecting  national  and  majority 
national  f i rms  from  competition,  the  plan  encouraged 


assembly  in  Mexico  by  establishing  the  goal  of 
provisioning  70  percent  of  the  demand  for  computer 
systems  from  national  suppliers  within  5  years.  In  the 
microcomputer  industry,  the  plan  required  companies  to 
ntegrate  45  percent  of  their  components  from  national 
sources  (whi I e  recommending  a  60  percent  level  of 
ntegration)  by  the  third  year  of  this  operation  and 
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President  Echeverria.  It  was,  In  fact  out  of  these 
battles  of  private  Industry  with  Echeverrla's  policies 
that  CCE,  the  Coordinating  Council  of  Entrepreneur s ,  was 
founded  as  an  umbrella  organization  to  represent  the 
interests  of  both  CONCAM I N ,  the  industrial 
confederation,  and  CONCANACO,  the  confederation  for 
commercial  interests.  See  Dale  Story,  Industry,  the 
State  and  Public  Enterprise  in  Mexico  (Austin-. 
University  of  Texas  Press,  1986),  pp.  90-91.  Though  he 
was  a  major  force  In  organizaing  AMFABI,  he  did  not  want 
to  become  its  president.  Interview  with  Jorge  Sanchez 
Mejorada,  10  February  1987.  The  Information  that  CAN l ECE 
itself  could  not  and  would  not  speak  against  IBM  was 
provided  to  me  by  Jorge  Luis  Marquez,  President  of 
CAN l ECE  in  1987  and  Vice-President  during  the  time  of 
the  IBM  debate.  Interview,  13  February  1987.  For  a 
discussion  of  the  Interface  between  the  chambers  of 
industry  and  commerce  within  the  Mexican  political 
system,  see  Dale  Story,  "Entrepreneurs  and  the  State  in 
Mexico:  Examining  the  Authoritarian  Thesis,”  Technical 
Paper  Series  No.  30,  The  Institute  of  Latin  American 
Studies,  (Austin:  University  of  Texas  Press,  1980). 

36.  One  of  the  first  casualties  of  this  felt  threat 
was  Sergio  Ferragut,  head  of  the  Informatics  section 
within  CAN  I ECE ,  who  argued  that  IBM's  entry  would  be 
beneficial  to  the  development  of  the  computer  Industry 
within  Mexico.  Pressures  from  the  AMFABI  group  forced 
him  to  resign  his  position  within  the  Chamber.  in  his 
letter  of  resignation,  Ferragut  pointed  out  that  his 
vision  for  a  competitive  Informatics  Industry  ran 
counter  to  the  protectionist  tendencies  among  some 
industrialists,  Including  firms  associated  with  the 
Chamber.  Letter  of  Resignation,  11  July  1984.  Reference 
to  Ferragut 's  resignation  appears  in  Steve  Frazier, 
"Mexico  Lures  Per sona l -Computer  Makers,  But  IBM  Tries  to 
Change  Rules  of  the  Game,"  Wa I  I  Street  Jour na l  .  21 
August  1984,  p.  33  which  quotes  Mr.  Ferragut:  "if  we 
don't  have  the  latest  technology  In  personal  computers, 
we  won't  be  compet i ng  in  the  wor I d  market  and  we  will  be 
obsolete  and  out  of  date  in  the  end." 

37.  In  fact,  officials  in  the  Foreign  Investments 
branch  of  SECOF I  as  well  as  officials  with  IBM  charged 
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that  leaks  of  the  IBM  proposal  to  members  of  CAN  I ECE  who 
later  formed  the  AMFABI  group  came  form  these 
officials.  On  the  use  of  leaks  as  a  way  of  expanding 
the  number  of  participants  and  alerting  them  to  an 
ongoing  decision  that  would  affect  them,  see  Ha  I  per i n 
and  Kantner ,  "The  Bureaucratic  Perspective,"  p.  20. 

38.  Robert  Scott,  Mexican  Government  In  Transition 
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seeking  support  for  Its  project  appear  on  2,  11,  and  18 
October.  Charges  of  mounting  international  pressure, 
manipulating  information,  threatening  to  control  the 
wealth  of  the  nation  as  well  as  Mexican  national 
security  appear  on  1  and  15  November.  Some  of  these 
charges  were  corroborated  by  other  reports  -  such  as  the 
threat  to  choose  Argentina  Instead  of  Mexico  for  IBM's 
m i crocomputer  plant  (see  Bus  I nessweek  6  August  1984,  p. 
27).  On  the  other  hand,  predictions  that  the  Mexican 
electronics  industry  would  be  crushed  and  that  IBM  would 
gain  control  of  the  nation's  wealth  exaggerated  the 
consequences  of  approving  IBM's  project.  Besides  the 
"Los  Cap  I  tales"  column  In  Exce I s I  or ,  other  sources  in 
the  media  also  opposed  IBM's  entry.  See,  for  example, 
Victor  Sanchez  Banos,  "Guerra  a  la  IBM,"  Ovac I  ones  2a 
ed . ,  22  October  1984,  pp .  A1  and  A8 . ;  Universidad 
Autonoma  Met r opo I  i tana  (UAM),  Organo  Informat  I vo  9,  2 
(22  October  1984),  pp .  2  &  12;  and  La  Jornada,  "El 
riesgo  que  la  IBM  controle  el  mercado,"  23  October  1984, 
p  .  6  . 

40.  interview  with  Manuel  Conde  Palazueios,  11 
February  1 987 . 

41.  interview  with  Sergio  Ferragut,  former  head  of 
Informatics  section  of  CAN  I ECE  and  President  of  Cu I  I  I  net 
Software,  17  February  1987. 

42.  While  unable  to  obtain  figures  on  expenses,  Mario 
Esteva,  who  had  been  project  officer  for  the  approval  of 
IBM's  system  34  minicomputer,  estimated  that  "IBM  spent 
more  on  the  m i crocomputer  pub  I  icity  campaign  than  it  had 
spent  on  pub  I  ic  relations  in  Mexico  in  the  past  twenty 
years."  Interview  with  Mario  Esteva  Maraboto,  25 
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February  1987. 

43.  For  references  to  these  actlvites,  see  David 
Gardner ,  "Mexico  soon  to  give  IBM  new  computer 
go-ahead,"  Financial  T  i  tries  (London),  26  October  1986. 
See  also  Adrian  Martinez,  "Debugueando , " 
Comput. erwor  Id/Mex  Ico,  14  February  1985,  p.  3. 

44.  interviews  with  Alejandro  del  Toro,  IBM  de  Mexico 
Sales  Division,  5  March  1987  and  with  Mario  Esteva 
Maraboto,  25  February  1987. 


45.  Bus  I  ness  Week ,  “U.S.  Computer  Makers  Are 
at  Home,"  14  November  1983,  p.  64. 
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46.  See  Business  Trends /Ana  I  i s i s  Economlco,  "IBM  Stops 
the  Rumors,"  24  September  1984,  translation  from  IBM’s 
Americas/Far  East  Press  Review,  30  October  1984. 

47.  El  F I nanc i ero ,  "IBM  Intends  to  Obtain 
Authorization  To  Apply  A  Project  With  a  100%  Foreign 
investment,"  9  October  1984,  translation  from  IBM's 
Americas/Far  East  Press  Review,  16  October  1984. 

48.  Letter  to  Sr.  Reg  I  no  Diaz  Redondo,  Director 
General,  Periodico  Exce I s I  or ,  printed  in  Exce I s I  or ,  9 
October  1984. 

49.  See  "Portafo I i os"  columns  In  Financial  Section  of 
Excelsior  for  5,  9,  11,  and  16  October  1984;  1,  12,  13 
November  and  3  December . 

50.  Richard  J.  Me i s I  I n  quoting  sources  In  government, 
banking  and  business  reported  that  a  tentative  agreement 
had  been  reached  and  that  a  final  decision  was  expected 
i n  November .  See  R i chard  J .  Me  i  s I  I n ,  “I BM  Dea I  on  Mex I co 
Plant  Seen:  Big  Computer  Maker  Would  Keep  Control,"  New 
York  T i mes  26  October  1984.  An  abbreviated  version  of 
this  article  appeared  In  Excelsior,  "Arregla  IBM  Ser 
Soc i o  Principal  de  Una  Planta  en  Mexico,"  27  October 
1984  and  In  Mexico  City:  The  News,  "IBM  Reaches  Terms  To 
Open  Faci  I  I ty  in  Mexico  City,"  26  October  1984.  Steve 
Frazier,  relying  on  government  officials,  also  reported 
that  IBM  had  reached  "an  agreement  in  principle"  on  many 
details  of  the  project,  including  100  percent 
ownership.  He  quotes  one  official  as  saying  that:  "The 
government  hasn't  made  a  final  decision  on  the  project 
largely  because  of  the  political  repercussion  of  such  a 
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venture."  Another  official  he  quotes  said  that  the 
government  "had  reached  a  point  where  we  have  to  have  a 
final  decision.  But  there  are  many  powerful  Interests 
involved.  I'm  afraid  it's  going  to  be  a  100%  political 
decision."  See  Steve  Frazier,  "Mexico  Plans  to  Decide 
Soon  on  Whether  To  Allow  Computer  Venture  100%  Owned  By 
IBM,"  Wa I l  Street  Journal .  29  October  1984,  p.  32. 
wi  I  I  i am  A.  Orme,  Jr.  cited  diplomats  and  Industry 
sources  to  the  effect  that  "despite  the  opposition  of 
rivals  and  some  Mexican  officials,  International 
Business  Machines  expects  to  win  government 
authorization  to  set  up  a  new  subsidiary  to  build 
personal  computers."  See  William  A.  Orme,  Jr.,  "IBM 
Expects  Mexico  To  Approve  Plant,"  Washington  Post.  27 
October  1984.  The  article  refers  to  IBM  investment  as 
part  of  funds  which  are  "crucial  to  the  economic  plan  It 
[Mexico]  presented  to  foreign  bankers  last  August."  A 
subsequent  Wash i ngton  Post  article  that  appeared  on  30 
October  repeats  the  assertion  that  Investment  from 
abroad  (such  as  that  proposed  by  IBM)  offered  Mexico 
crucial  help  in  carrying  Its  foreign  debt:  “each  dollar 
of  investment  coming  into  the  country  Is  one  dollar  less 
that  has  to  be  sweated  out  of  exports."  See  "Mexico  and 
IBM,"  wash l nton  Post  editorial,  30  October  1984. 
Segments  of  the  editorial  appeared  In  E l  Hera  I  do ,  "Puede 
Ser  Una  'Ayuda  Crucial'  la  Inversion  Extranjera  Para 
LA,"  31  October  1984  and  In  Excelsior  "Mexico  Debe 
Aceptar  los  Proyectos  de  IBM:  Washington  Post,"  31 
October  1984. 

51.  On  annoyance  with  IBM's  bargaining  tactics 
including  an  alledged  threat  to  offer  the  proposed 
investment  to  Argentina  Instead,  see  Wi  I  I  i am  A.  Orme, 
Jr.  "IBM  Expects  Mexico  to  Approve  Plant,"  27  October 
1984.  Carlos  Bravo,  IBM  de  Mexico's  Public  Relations 
manager,  had  denied  the  charge  leveled  In  the  27 
September  issue  of  "Los  Capitales"  that  IBM  was 
considering  closing  its  typewriter  and  minicomputer 
plant  at  El  Salto  if  its  current  proposal  were  to  be 
denied.  See  IBM  letter  in  Exce I s 1  or ,  9  October  1984. 
IBM  had,  in  fact,  considered  Argentina  as  a  possible 
site  for  a  microcomputer  plant  but  had  rejected  that 
option  due  to  a  risky  investment  climate  associated  with 
po I  itical  instabi  i  Ity.  Mexico,  on  the  other  hand, 
besides  political  stability,  offered  the  advantages  of 
an  existing  plant,  proximity  to  the  United  States  plant 
in  Austin  which  control  led  parts  and  provided 
engineering  support  for  the  Guadalajara  plant,  an 
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opportunity  to  expand  on  an  existing  program  of  vendor 
development,  and  an  opportunity  to  stay  viable  In  the 
low  end  of  IBM's  computer  line  through  exports  to  Latin 
America,  Canada,  and  Australia  as  well  as  sales  in 
Mexico.  Seminar  on  Country  Risk  Analysis,  University  of 
Texas  at  Austin,  12  February  1986  addressed  by  L.  Martin 
Armbrust,  IBM  Director  of  External  Programs. 

52.  In  response  to  reports  that  IBM  had  reached  a 
tentative  agreement,  Alfredo  Nolasco,  spokesman  for 
SECOF l ,  responded  that  "No  decision  has  yet  been  taken 
on  the  IBM  proposal  but  a  decision  is  expected  to  be 
taken  by  the  National  Commission  on  Foreign  investment 
next  month."  See  Isaac  A.  Levi,  "Mexico  on  IBM," 
Reporter  Dispatch.  30  October  1984  In  IBM's  Americas/Far 
East  Press  Report,  31  October  1984.  IBM  spokesman 
Salvador  Segura  acknowledged  as  much:  "We  absolutely 
have  not  received  word  of  any  official  discussion  by  the 
government.  We  absolutely  know  nothing  about  it.  We 
are  waiting  on  the  government's  dec  I  son . “  Levi,  ibid. 
The  commotion  attracted  the  attention  of  the  Department 
of  State's  Michael  Armacost  who  cabled  a  message  to  the 
economic  and  commercial  sections  of  the  U.S.  Embassy  In 
Mexico  referring  to  an  Imminent  decision  and  stated:  "We 
have  spoken  with  IBM's  New  York  press  office  as  well  as 
with  the  Latin  American  division  who  indicated  that  the 
GOM  [Government  of  Mexico]  has  not  yet  made  a 
decision."  Unclassified  Department  of  State  message,  3 
November  1984. 

53.  In  summarizing  the  articles  from  the  American 
press  on  an  Imminent  and  likely  favorable  decision, 
Edgar  Gonzalez  Martinez  dismissed  them  as  nothing  more 
than  "pressures  which  a  transnational  resorts  to  when  It 
has  failed  to  convince  the  authorities  of  the  advantages 
of  its  proposal."  Edgar  Gonzalez  Martinez,  "Los 
Cap l tales,"  Excelsior  1  November  1984,  Financial 
Section,  pp .  2  &  4. 

54.  There  are  several  Indications  that  a  reaction 
within  the  government  had  developed  to  reports  in  the 
press  about  an  Imminent  and  favorable  IBM  decision.  A 
formula  for  delay  was  becoming  apparent:  government 
spokesmen  announced  that  "the  plan  is  being  studied"  and 
"government  officials  have  asked  for  additional 
Information."  See  Levi,  "Mexico  on  IBM,"  Reporter 
D I spatch  30  October  1984.  Doubts  about  authorizing  the 
proposal  were  reported.  See  Excelsior,  "Dlficll  Aceptar 


La  Demanda  de  IBM,"  10  November  1984,  p.  1 .  De  Marla  y 
Campos  again  raised  the  need  to  "define  the  rules  of  the 
game"  -  which  was  AMFABI's  rallying  cry  against  IBM's 
project.  See  Exce I s I  or ,  "Hay  Que  Definlr  Las  Reg  I  as  Del 
Juego  Para  La  Industria  del  Computo:  De  Maria  y  Campos," 
13  November  1984,  pp .  5A  &  13A.  And  Edgar  Gonzalez 
Martinez  noted  that  Mexico  already  produced  what  IBM  was 
expected  to  bring  so  that,  If  the  IBM  project  were 
approved,  the  authorities  would  be  violating  article  13 
of  the  Foreign  Investment  Law,  Sections  I  through  V, 
VIM  and  IX  (see  Appendix,  Exhibit  3).  He  Interpreted 
the  decision,  therefore,  as  a  test  of  strength  between 
the  multinational  and  the  government  authorities  and 
indicated  that  it  was  possible  the  authorities  would 
make  a  decision  the  following  week.  See  "Los 
Cap l tales,"  Exce I s I  or  22  November  1984.  Evidence  points 
to  a  meeting  on  27  November  In  which  government 
officials  apparently  decided  to  postpone  a  decision.  A 
New  York  T imes  article  on  29  November  refers  to  an 
"erroneous"  Reuter's  report  that  Mexico  had  rejected 
IBM's  request  on  Tuesday  (27  November).  The  article 
quotes  top  government  officials  that  IBM's  request  would 
be  approved  on  the  condition  that  IBM  use  50  percent 
Mexican-made  components.  IBM's  original  proposal 
offered  only  35  percent  In  the  first  year  of  operation 
as  cal  led  for  In  the  Mexican  Computer  Plan.  The 
newspaper  reported  that  a  decision  would  be  "announced" 
next  week.  See  New  York  T i mes ,  "Mexico  Favors  IBM 
Plant,"  29  November  1984.  The  following  week,  on  3 
December  El  Flnanclero  referenced  official  government 
sources  that  the  National  Commission  on  Foreign 
investment  had  already  met  and  had  "refused  to  treat  the 
IBM  case  in  particular  In  order  not  to  set  the  precedent 
of  negotiating  case  by  case."  In  effect,  this  was  a 
postponement  of  the  decision.  Apparently,  the  board 
sought  greater  benefits  from  IBM  (such  as  increasing  the 
amount  of  local  content  It  was  wi  I  I  I ng  to  Include  in  its 
production)  in  order  to  Justify  to  the  opposition  the 
approval  of  100  percent  Investment.  Without  mentioning 
IBM  by  name,  Adolfo  Hegewisch  told  the  press  that  "if 
foreign  companies  want  to  play  a  role  in  this  country, 
they  have  to  take  Into  account  Mexico's  ideology  and  our 
approach  on  foreign  I nvestment . . . These  companies  must 
understand  that  investment  needs  to  fit  Into  development 
plans  because  even  If  nationalism  does  not  justify 
inefficiencies  neither  is  this  country  ready  to 
sacrifice  its  legitimate  Interests  on  a  wing  and  a 
prayer."  See  Mexico  City:  The  News,  "Little  Hope  Seen 


for  IBM's  Investment  Plans,"  4  December  1984. 
Apparently,  no  changes  were  forthcoming  from  IBM  and  on 
17  January  1985,  the  National  Foreign  Investment 
Commission  officially  rejected  IBM’s  proposal. 

55.  Interview  with  Molly  Shields,  Assistant  Commercial 
Attache,  US  Embassy  Mexico,  29  July  1986.  See  also 
Wi  l  I  i am  A.  Orme,  Jr.  "Government  Cal  Is  Plant  a  Threat  to 
Mexican  Firms,"  Wash  I ngton  Post ,  19  January  1985,  p. 
C-2  . 

56.  Estimate  Is  from  Alejandro  del  Toro,  IBM  de  Mexico 
Sales  Division,  Interview  on  5  March  1987. 

57.  Dr.  Jose  Warman  had  earl  I er  noted  the 
semiconductor  sector  of  the  Industry  as  the  fastest 
growing  with  a  22  percent  rate  of  growth  In  the  U.S. 
between  1979-1981  and  a  projected  rate  of  growth  of  20 
percent  for  the  period  1981-1984.  See  Warman,  "Marcos  de 
referenda,  "  p.  70.  The  suggestion  that  a  semiconductor 
plant  would  be  the  type  of  concession  that  would  warrant 
accepting  100  percent  foreign  qu I ty  was  expressed  by  de 
Maria  y  Campos:  "The  Mexican  government  Is  disposed  to 
accept  IBM's  project  with  majority  capital  If  It  makes  a 
special  contribution  to  the  country,  such  as  the 
manufacturing  of  active  strategic  components,  such  as 
semiconductors  In  a  plant  which  could  spread  high 
technology  on  an  International  scale."  Opening  remarks 
at  Expo-E I ect r on  I ca ,  8-12  February  1985  reported  in 
Contacto  1,  6  (February  1985),  p.  7.  Edgar  Gonzalez 
Martinez  had  picked  up  on  this  In  his  support  of  the 
AMFABI  -  industrial  Promotion  coalition.  As  the 
government  was  approaching  final  approval  on  the 
decision,  he  revealed  that  none  of  IBM's  changes  were 
substantial  "as  would  be,  for  example,  a  chip  factory." 
Edgar  Gonzalez  Martinez,  "Los  Capitales,"  Exce l s i or ,  6 
May  1985 . 

58.  See  Carlos  Ramirez,  "IBM,  Simpatla  Por  Su  Proyecto 
y  Dlagnostico  de  Decompos I c I  on , "  16  January  1985,  p. 
14.  Two  terms  not  mentioned  were  an  increase  In  the 
level  of  Investment  and  an  increase  In  the  number  of 
jobs  to  be  provided.  The  low  levels  of  direct 
investment  and  employment  had  previously  been  mentioned 
as  too  low  to  justify  the  granting  of  a  100  percent 
foreign  eauity  investment.  See  William  A.  Orme,  Jr., 
"Government  Cal  is  Plant  a  Threat,"  p.  C-2. 


59.  David  E.  Sanger  of  the  New  York  T 1 mes ,  “Ofreceria 
IBM  Otra  Opc i on  a  Mexico:  Akers,"  Excelsior,  6  February 
1 985 ,  p .  5 . 

60.  Edgar  Gonzalez  Martinez,  "Los  Capitales,"  6  May 
1985,  translation  from  IBM's  Americas/Far  East  Press 
Review,  17  May  1985. 

61.  ibid. 


62.  Raymundo  R i va  Palaclo  from  Antwerp,  Belgium, 
"Entrara  la  IBM  al  Mercado  Mexicano  de  las 
Microcomputadoras, "  Exce I s I  or ,  16  June  1985. 

63.  For  reports  of  the  approval,  see  Rodolfo  Guerrero, 
"IBM  'replanteo  su  proyecto'  y  hara  aqu  i 
microcomputadoras,"  El  Uni  versa  I ,  24  July  1985,  pp .  1 
and  II;  Exce I s I  or ,  "IBM  Fabrlcara  Computadoras 
Personales  en  Nuestro  Pals,"  25  July  1985,  pp .  IF  a  >d 
3F  and  Jose  Perez  Stuart,  "Portafo I ios , "  25  July  1985, 
pp.  IF  and  5F ;  Richard  J.  Me  I s I  i n ,  "Mexico,  in 
Reversal,  to  Let  I.B.M.  Build  and  Own  a  Computer  Plant," 
New  York  Times  24  July  1985;  and  the  Wa I  I  Street 
Journal ,  "IBM  Is  Cleared  by  Mexico  to  Bulla  iOu%-Owneu 
Unit,"  24  July  1985,  p.  10. 

64.  interview  with  Alejandro  del  Toro,  5  March  1987. 

65.  Rodolfo  Guerrero,  "El  Ingreso  de  IBM  a  Mexico 
generara  dlvisas,  emp I eos  y  desarollo:  M.  Kun,"  E l 
Universal ,  Secclon  Mund o  Financier o,  p.  3. 


CHAPTER  7 


synthesized  model  can  fill  the  gaps.  From  this  new 
model,  I  draw  conclusions  about  the  Mexican 
decision-making  process  (at  least  for  the  industrial 
policy  area)  and  the  distribution  of  power  and 
influence,  and  I  examine  the  implications  for 
understanding  the  Mexican  political  system  with  regard 
to  the  role  of  bureaucrats  and  the  economic  elite  as 
we  I  l  as  the  impl  ications  for  the  role  of  gover nment-TNC 
relations  and  the  general  role  of  TNCs  in  a  nation's 


deve l opment  . 
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A  Review  of  the  Decision-Making  Models 


The  authoritarian  decision-making  model  assumes 
that  power  is  centralized  In  the  authoritarian 
decisionmakt  •  and  that  influence  is  I Imlted  through 
restrictions  on  demand-making.  This  model  postulates  a 
gap  between  a  given  demand  and  the  final  decision,  the 
need  to  maintain  decision-making  autonomy  through  demand 
limitation,  and  a  decision  Invisibility  making  It 
difficult  to  trace  the  origins  of  a  decision.  The 
findings  of  this  study  reveal  that  this  model  does  not 
adequately  explain  the  IBM  case.  First,  while  there  is 
a  difference  between  what  Is  Initially  proposed  and  what 
is  ultimately  approved,  the  difference  Is  better 
explained  by  the  bargaining  process  postulated  in  the 
po l Iticking  model  where  the  two  sides  -  IBM  and  the 
Mexican  government  -  make  mutual  adjustments  as  to  what 
each  is  willing  to  give  and  at  what  price.  While  the 
Mexican  government  was  wi  I  I  i ng  to  concede  100  percent 
foreign  equity  in  a  field  previously  limited  to  51 
percent,  the  government  also  required  other  concessions 
from  I BM  who  was  f c  * thcom i ng  on  some  but  not  all 
recommendations.  The  author i tar i an  model  would  leave 


entirely  in  the  hands  of  the  aovernmentai  decisionmaker 
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what 

benef its  It 

would  bestow  on  a 

cl  lent  whose 

demands 

are 

better  1 

nter preted 

as  pet l t l ons . 

[  1  ] 

Second , 

dec  i 

s i on-mak i ng 

autonomy 

through 

demand 

I  im 1  tat  Ion  is 

not 

consistently  present 

in  this 

case.  No 

1  Im 1  tat i ons 

are 

p l aced  on 

either 

1 BM  or 

AMFAB 1 

1  n 

1 obby 1 ng 

government  bureaucrats  or  the  Chamber  of  Deputies  or  In 
their  use  of  the  press  to  Influence  the  decision-making 
process.  Third,  while  it  may  be  difficult  to  trace  the 
originators  of  the  decision,  the  evidence  suggests  that 
the  decision  to  reject  was  unanimous  as  was  the  decision 
to  approve  and  that  the  President  was  intimately 
involved  In  the  final  decision.  In  short,  the 
decision-making  process  In  the  IBM  case  Involved  more 
than  one  autonomous  actor;  rather ,  a  politicking  process 
among  the  two  antagonists  and  their  allies  took  place. 

The  rational  policy  model  assumes  that  power  is 
centralized  around  a  rational  actor  out  that  influence 
is  diffuse.  This  model  postulates  that  a  decisionmaker 
arrives  zt  a  decision  in  accordance  with  various  values 
and  objectives,  perceived  alternative  courses  of  action, 
estimates  of  various  sets  of  consequences  and  a  net 
evaluation  of  each  set  of  consequences.  Although  the 


rational  policy  perspective  (like  the  authoritarian 


model)  assumes  one  authoritative  decisionmaker,  it 
differs  from  the  author  I  tar  I  an  model  In  that  there  are 
no  attempts  to  limit  Influence  In  the  search  for 
alternatives,  or  assessments,  or  evaluations  of  possible 
consequences.  The  value  of  the  model  is  that  it 

explains  the  government's  invitation  to  foreign 
investment  In  conjunction  with  its  po 1  Icy  objectives  of 
reignitlng  Mexico's  economic  growth.  The  model  is  not 
equipped,  however,  to  explain  those  phases  of 

decision-making  in  which  more  that  one  decisionmaker  is 
involved.  in  the  deliberation  phase  of  the  IBM  case, 
decisionmakers  within  the  National  Foreign  investment 
Commission  were  unable  to  arrive  at  a  consensus  even 
though  they  ail  shared  the  objective  of  reigniting 
Mexico's  economic  growth.  in  November  1984  they  did  not 
decide  to  reject  IBM's  proposal  in  favor  of  a 
self-sufficient  electronics  Industry  with  the 
protect i on i st  policies  which  that  implied.  Nor  did  they 
decide  to  approve  IBM's  proposal  which  would  have 
entailed  dismantling  the  market  reservation  favoring 
ma jor i ty-Mex i can  m I crocomputer  companies.  Instead,  they 
decided  not  to  decide.  As  would  be  expected  by  the 
rational  policy  model,  assessments  were  made  to 


determine  the  best  alternative. 


The  AMFAB I  pos i t i on 
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argued  that  IBM  entry  would  destroy  the  budding  national 
informatics  Industry.  The  IBM  position  countered  that 
IBM's  entry  would  prove  beneficial  to  the  parts  and 
components  sector  of  the  industry.  A  net  evaluation 
held  that  AMFABl's  position  was  exaggerated. 
Nevertheless,  contrary  to  what  a  rational  policy  model 
would  predict,  political  considerations  outweighed 
economic  factors  and  the  IBM  proposal  was  rejected  in 
January  1985.  Hence,  in  order  to  correct  this  model  of 
decision-making.  It  Is  necessary  to  resort  to  the 
organizational  process  model,  where  more  than  one 
decisionmaker  is  involved  and  wherein  political  as  well 
as  economic  considerations  are  made,  as  well  as  to  the 
politicking  model,  which  explains,  as  the  rational 
policy  model  falls  to  do,  what  happens  when  values  and 
objectives  are  not  shared  and  the  number  of  participants 
involved  in  Influencing  the  decision-making  process 
expands . 


The  organizational  process  mooe I  assumes  that  power 
is  dispersed  within  a  small  number  of  key  organizations 
and  influence  is  limited  through  controlled  access  to 
those  organizations.  This  model  postulates  that 
proposals  are  handled  by  organizational  routine , 
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flexibility  is  limited  In  the  case  of  conflict,  and 
proposal  acceptance  is  contingent  on  Its  ability  to  mesh 
with  a  pr edeterm l ned  goal.  in  the  IBM  case  applying  the 
organizational  model  does  show  how  flexlbi I i Ity  in 
arriving  at  a  solution  was  limited  In  the  face  of  a  lack 
of  consensus  and  how,  ultimately,  the  decision  approving 
IBM's  proposal  was  meshed  to  the  predetermined  goal  of 
attracting  foreign  capital  In  priority  areas.  However, 
the  process  was  not  one  of  routine  application  of 
procedures,  since  governmental  leaders  d I d  get  Involved 
contrary  to  what  an  organizational  process  model  would 
predict. 

The  politicking  model  assumes  that  power  is 
dispersed  among  diverse  political  actors  and  interest 
groups  and  that  the  ability  to  Influence  decisionmakers 
is  diffuse.  it  postulates  that  Individual  players  would 
favor  a  decision  that-  Is  in  accord  with  the  priorities, 
perspectives  and  "faces  of  the  issue"  visible  to  them; 
co; 1 i t ions  would  appear;  and  the  final  outcome  would 
differ  f rom  any  Individual  proposal.  The  politicking 
model  does  have  the  advantage  that  al I  the  elements 
predicted  in  the  model  are  present  in  the  IBM  case.  As 
predicted,  the  final  outcome  is  different  from  the 
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expectations  of  any  one  player.  Also,  a  prominent 
feature  of  the  IBM  case  was  the  fact  that  Individuals 
favored  and  supported  a  decision  In  accord  with  their 
priorities,  perceptions  and  "faces  of  the  issue"  they 
saw  fit  to  recognize.  Additionally,  coalitions  both  in 
favor  of  AMFABI  and  In  favor  of  IBM  existed.  However, 
wh i le  al l  elements  of  this  model  are  present  in  the  IBM 
case,  the  model  does  not  address  all  the  relevant 
questions.  This  model  focuses  on  the  middle  stage  of 
decision-making  where  the  struggle  occurs,  but  It 
ignores  the  beginning  of  the  decision-making  process  and 
fails  to  explain  the  resolution  reached  at  the  end.  It 
ignores  how  the  problem  arose  In  the  first  place  -  a 
question  which  is  better  handled  by  the  rational  policy 
model  which  speaks  of  the  economic  growth  objectives 
sought  on  the  part  of  the  de  la  Madrid  administration 
and  the  desire  to  partake  of  a  growing  microcomputer 
market  on  the  part  of  IBM.  The  politicking  model  also 
ignores  the  end  of  the  decision-making  process,  for 
problem  resolution  does  not  occur  by  a  politicking 
process  but  by  authoritative  decision-making  and 
according  to  rational  policy  criteria  -  economic  factors 
which,  in  this  case,  left  the  ultimate  decisionmaker  no 
rational  choice  but  to  accept  IBM's  proposal  as  part  of 


a  package  of  policies  to  improve  Mexico's  economic 

situation. 

How  then  do  we  reconcile  these  decision-making 
models  and  answer  the  question  of  whether  the 
authoritarian  thesis  holds  In  the  area  of  Industrial 
policy?  it  Is  clear  from  studying  the  IBM  case  that  a 
pure  application  of  the  authoritarian  thesis  as  proposed 
by  Susan  Kaufman  Purcell  is  Inadequate  to  explain  the 

decision-making  process  in  this  area  of  industrial 

policy.  On  the  other  hand,  a  politicking  or  Interest 
group  approach  as  proposed  by  Dale  Story  which  would 
indicate  that  private  Interest  groups  have  an 

independent  power  to  sway  governmental  decision-making 
is  also  less  than  completely  satisfactory.  However,  a 
model  which  synthesizes  elements  of  both  of  these 
elitist  and  pluralist  models  and  their  variants  of 
rational  policy  and  organizational  process  can  provide  a 
more  satisfactory  explanation.  Such  a  model  as  proposed 
in  chapter  one  (Table  2)  visualizes  six  possible  stages 
for  a  decision-making  process  in  the  area  of  industrial 
po l  icy  within  the  Mexican  po 1  itical  system. 

This  mode:  stipulates  that  a  demand  seeking 
decisional  resolution  can  pass  through  a  variety  of 
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predetermined  goals.  But  a  consideration  of  goals 
involves  the  rational  policy  process.  in  the  case  of  a 
non-routine  request,  disposition  of  a  demand,  If  the 
demand-makers  refuse  to  abandon  their  demand,  enters  a 
second  stage  -  that  Involving  those  dec  I s i onmaker ( s ) 
responsible  for  rational  policy. 

The  question  of  importance  at  this  stage  Is  whether 
the  demand/proposal  supports  major  goals  In  a  new  way. 
If  not,  the  demand  would  be  rejected.  If,  on  the  other 
hand,  the  demand/proposal  does  advance  major  goals  then 
it  represents  a  demand  for  policy  (or  policy  adjustment) 
and  new  criteria  will  be  formulated  to  Justify  approval 
of  the  demand.  In  this  case,  the  demand  along  with  the 
new  criteria  will  be  returned  to  the  bureaucracy  for 
further  processing.  Should  the  new  criteria  find 
acceptance  within  the  bureaucracy  in  this  third  stage , 
then  the  demand  will  be  processed  and  a  plan  for  action 
will  be  approved  for  implementation.  On  the  other  hand, 
if  the  new  criteria  meet  with  resistance  within  the 
bureaucracy,  that  constitutes  a  demand  for  bargaining 
before  a  plan  for  action  can  be  approved  and 
implemented.  It  is  in  this  fourth  stage  that  resort  is 
made  to  the  politicking  process  to  sway  the  position  of 
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the  concerned  bureaucratic  decisionmakers  to  accept  the 


viewpoint  of  one  or  the  other  of  the  politicking 


groups.  If  an  acceptable  compromise  is  reached,  once 


again  the  demand  is  returned  to  the  appropriate 


bureaucratic  organization  and  the  agreed  upon  plan  of 


action  Is  Implemented.  On  the  other  hand,  If  no 


acceptable  compromise  Is  found  then  the  process  enters  a 


fifth  stage ,  one  in  which  resolution  is  sought  through 


one  of  several  resolution  mechanisms  depending  on  the 


organization  or  the  political  system  In  question.  These 


mechanisms  are  majority  vote,  unanimity  rule,  or 


"dictatorial"  rule.  if  resolution  is  reached  In  this 


stage  by  employing  one  of  these  mechanisms,  then  at  this 


point  It  is  referred  back  to  the  bureaucratic 


organization  for  processing 


I f  not ,  further 


politicking  results.  In  this  sixth  stage ,  the  process 


enters  a  conflict  management  phase  where  a  compromise  is 


reached  through  bargaining,  in  which  case  the  matter  is 


deferred  to  the  bureaucratic  organization  for 


implementation  or  the  process  breaks  down  and  may 


initiate  a  process  of  resolution  through  on-going 


political  conflict. 


As  is  evident,  the  greater  the  disagreement  the 


mm 
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more  complex  the  process  and  the  longer  the  time  for 
decision  formulation  and  Implementation.  The 
formulation  phase  can  be  conceptualized  as  the 
specification  of  the  decisionmaker's  policy  objectives. 
It  involves  the  translation  of  a  demand  for  action  that 
tests  a  given  policy  into  a  plan  for  action  designed  to 
implement  it.  The  Implementation  phase  can  be 
conceptualized  as  the  operationalization  of  a  plan  for 
action.  To  the  extent  that  there  are  objections  to  the 
plan  for  action  this  phase  Involves  a  movement  from 
resistance  to  eventual  acceptance.  In  this  process, 
bargaining  can  yield  an  early  compromise  or,  in  the 
absence  of  compromise,  resolution  can  be  imposed  by  an 
authoritative  decisionmaker  operating  within  an 
authoritarian  decision-making  model  or  within  a 
"rational  actor  as  adm l n i strator  model."  in  the  absence 
of  such  a  mechanism,  on-going  political  conflict  can 
r esu l t . 


The  IBM  decision  can  be  satisfactorily  explained  by 
this  model .  Since  IBM's  demand  was  not  a  routine  demand 
(given  the  request  for  100  percent  foreign  equity  in  a 
field  limited  to  49  percent)  and  since  there  was  lack  of 
agreement  within  SECOF I ,  the  ministry  of  primary 
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jurisdiction,  the  decision  was  not  handled  at  the 


working  level  of  the  National  Foreign  Investment 
Commission.  it  requ I  red  the  attention  of  the  Ministers 
who  were  the  pr imary  members  of  the  Commission,  members 
considered  as  governmental  leaders  In  the  Mexican 
po l itical  system.  They,  however,  could  not  justify 
approving  IBM's  proposal  as  tie  policy  objectives  by 
which  they  were  to  Judge  were  seemingly  contradictory. 
On  the  one  hand,  the  National  Development  Plan  (PND) 
called  for  a  national  technology  base  considered 
necessary  for  technological  Independence. [2]  On  the 
other  hand,  the  same  document  recognized  that  the  policy 
of  restricting  foreign  Investment  In  Mexican  enterprises 
cou id  be  wa i ved 

in  exceptional  cases  which  correspond  to 
a  significant  contribution  In  technology, 
commercial  balance  or  strengthening  of 
internal  integration  through  a  process  of 
subcontract  I ng . [3] 

Additional ly,  the  Foreign  Investment  Gu i de I i nes 
specifically  designated  the  computation  area  as  an  area 
where  majority  foreign  Investment  would  be  accepted. 
Hence,  both  the  absence  of  clear  criteria  indicating 
that  IBM's  proposal  met  major  development  goals  and  the 


presence  of  po l itical  pressures  to  define  the  rules  of 
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the  game  led  the  NF  I  C  to  postpone  a  decision  in  November 
1984  and  to  reject  IBM's  proposal  In  January  1985.  in 
the  meantime,  new  criteria  in  the  form  of 
recommendations  to  IBM  to  improve  Its  proposal  were 
formulated.  By  reformulating  a  new  proposal  with  these 
criteria  in  mind,  IBM  constituted  an  exceptional  case 
that  promised  a  significant  contribution.  However, 
these  new  criteria  were  still  not  acceptable  to 
industrial  Promotion  officials  who  after  the  rejection 
continued  to  press  for  a  self-sufficient  vertically 
integrated  electronics  Industry. [4]  In  such  a  situation, 
resolution  was  achieved  by  resorting  to  one 
authoritative  decisionmaker,  the  President  of  the 
Repub  lie. 


The  IBM  case 

became  a  landmark 

case 

of 

Mex i co ' s 

w i l l i ngness  to  we 

l  come 

foreign 

i  nvestment . 

1  n 

Mex i co ' s 

deteriorating  economy  - 

due  to 

the  fa 

1  1  of 

o  i  l 

pr i ces  - 

the  rational  choice  was  to  approve  IBM's  investment. 
Hence,  rational  policy  factors  were  clearly  present  in 
the  President's  decision  to  intervene.  The  fact  that  he 
did  so  in  an  environment  where  further  attempts  to  I imit 
demands  on  his  decision-making  autonomy  and  to  hide  the 
origins  of  the  decision  by  utilizing  the  unanimous 
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approval  of  the  NF I C  to  formalize  the  decision  are 
reminiscent  of  the  author i tar  I  an  decision-making  model. 
The  President  had  the  power  to  impose  a  solution  and  he 
did  so.  The  case  was  then  deferred  to  the 
organizational  process  to  Imp  I ement . [ 5]  Hence  the  IBM 
case  was  complex  enough  to  reach  Level  5  of  6  possible 
stages.  Conceptually,  a  demand  for  action  can  be  so 
controversial  and  con f I i ct-produc 1 ng  as  to  advance  to 
Level  6  where,  in  the  absence  of  compromise,  the 
legitimacy  of  a  political  system  Itself  can  be 
questioned  and  the  breakdown  of  the  decision-making 
process  can  produce  unmedlated  Interest  group 
con  f I  i ct .  [ 6 ] 


The  Mexican  Political  System 

Postulating  such  a  decision-making  model  allows  us 
not  only  to  improve  on  previous  models,  but  also  al lows 
us  to  observe  the  distribution  of  power  and  influence  at 
each  stage  of  the  decision-making  process  and  to  draw 
therefrom  some  conclusions  about  the  Mexican  political 
system. 

The  major  conclusion  with  respect  to  the  po I itical 


system  is  that,  at  least  in  the  area  of  industrial 
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policy,  it  Is  not  as  authoritarian  as  commonly 
believed.  In  contrast  to  the  area  of  bus i ness- I abor 
relations  studied  by  Purcell,  peasant  affairs  studied  by 
Gr i nd I e  and  c I v i  I -m I  I  I  tar y  relations  studied  by  Dziedzic 
where  power  was  found  to  be  centralized  and  influence 
limited,  in  the  Industrial  area  power  is  still 
ultimately  centralized  but  the  distribution  of  Influence 
is  much  more  diffuse.  While  the  President  Is  the  final 
arbiter, [7]  and  power  Is  centralized  In  his  office,  much 
needs  to  be  said  about  the  distribution  of  Influence 
before  we  get  to  the  stage  of  presidential 
determination.  The  Mexican  political  system,  at  least 
in  the  area  of  industrial  policy,  is  open  to  influence 
at  several  stages.  First,  In  the  important  phase  of 
policy  formulation,  the  political  system  Is  open  to 
discussion  and  consultation  at  various  levels.  The 
National  Industrial  Plan  (PRONAFICE),  for  example,  while 
under  the  general  editorship  of  the  Subsecretary  for 
Planning  in  the  Ministry  of  Commerce  and  industrial 
Development,  was  the  product  of  numerous  consultations 
and  discussions  with  groups  within  various  sectors  of 
the  bureaucracy  as  we  I  I  as  with  groups  in  private 
industry  who  would  be  impacted  by  the  Plan.  It  was,  in 
fact,  a  product  of  the  process  of  "democratic  planning," 
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a  campaign  plank  that  the  President  Implemented  with  the 


Planning  Law  of  1983. [8] 

Second,  in  the  stage  of  policy  implementation, 
there  is  considerable  distribution  of  influence 
horizontally  as  well  as  vertically.  In  an 
i nter secretar I  a l  group,  such  as  the  National  Foreign 
Investment  Commission,  discussion  about  the  effects  of 
the  IBM  case  took  place  at  the  working  level  with 
members  from  other  ministries  as  well  as  internally 
within  the  respective  ministries.  Consultation  outside 
the  bureaucracy  with  members  of  private  industry  is  also 
typical  and  occurred  In  the  IBM  case  with  both  IBM  and 
AMFAB  I  . 

As  in  any  bureaucracy,  the  Mexican  one  is 
hierarchical.  Conflicts  that  cannot  be  resolved  at  the 
working  level  are  elevated  to  a  higher  level.  The 
decision-making  mechanism  at  both  the  working  and 
ministerial  levels  tends  to  be  consensual.  To  the 
extent  that  differences  of  opinion  or  outlook  exist 
within  this  bureaucracy,  it  is  a  system  of  checks  and 
balances.  However,  when  those  differences  are 
unresolved  in  a  consensual  manner  at  the  highest  levels, 
then  the  President  intervenes  acting  as  would  the  chief 


executive  officer  of  a  board  of  directors  and  his 
decision  is  final.  Although  there  Is  a  concentration  of 
power  in  the  presidency,  there  is  a  distribution  of 
influence  among  powerful  actors  such  as  the  private 
sector  which  Includes  both  domestic  and  foreign 
industrialists.  What  was  so  difficult  about  the  IBM 
decision  was  that  Mexico's  perceived  interests,  both  in 
the  short  term  economic  conditions  of  falling  oil  prices 
and  in  the  long  term  need  to  promote  exports,  were  more 
in  I ine  with  the  large  export  capab i I i ty  of  the 
transnational  IBM  than  with  the  smaller  Mex I can-ma Jor I ty 
f i rms . t  9 ] 

While  there  was  a  distribution  of  Influence  In  the 
process  of  coming  to  a  decision  In  this  case,  at  the 
final  moment  the  IBM  case  does  expose  the  authoritarian 
aspects  of  the  Mexican  political  system.  In  wishing  to 
protect  the  ultimate  decision-making  power  of  the 
President  behind  a  formal  unanimous  decision  of  the 
NFIC,  the  Mexican  system  displays  that  aspect  of  the 
author i tar i an  decision-making  model  that  would  conceal 
the  origins  of  a  decision  to  preserve  the 
decisionmaker's  decision-making  autonomy.  The  Mexican 
political  system  certainly  cannot  be  considered  a 
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participatory  democracy  because  neither  is  there  a 
system  to  contest  the  power-holding  positions,  which  are 
essentially  appointive,  nor  Is  the  system  of  checks  and 
balances  in  the  bureaucracy  independent  of  presidential 
power  as  would  be  a  system  based  on  an  Independent 
legislature  and  judiciary.  On  the  other  hand,  neither 
is  the  system  a  repress  I ve  author  I  tar l an  regime.  It  Is 
a  presidential  system  with  the  president  as  primary 
decisionmaker  and  a  centralized  bureaucracy  whose  heads 
consult  with  one  another  and  with  powerful  members  and 
groups  in  society  in  order  to  maintain  system 
equilibrium  and  who  respect  the  decision  of  the 
President  as  the  ultimate  arbiter  In  those  Issues  over 
which  they  cannot  reach  a  consensual  decision. 


While  this  may  provide  a  process-based  description 
of  the  way  the  Mexican  political  system  operates,  a  more 
structurally-based  one  for  comparative  'purposes  can  be 
given  in  terms  of  Linz'  categories  of  authoritarian 
regimes.  The  difficulty  in  pinning  down  the  Mexican 
case  (or  any  other)  via  these  categories  derives  from 
the  fact  that  authoritarian  regimes  are  "likely  to  be 
complex  systems  characterized  by  heterogeneity  of  models 
in  uneasy  coex i stence  " [ 1 0 ]  This  is  certainly  true  of 


I 


Mexico.  The  Mexican  political  system  today  can  be  viewed 


as  a  modern  I  2  I ng , 
authoritarian  regime. 


liberalizing,  bureaucratic, 
These  qualifiers  are  not 


exhaustive  but  indicate  only  the  more  prominent  features 


of  the  Mexican  regime.  To  truly  separate  Mexico  from 
other  current  or  past  author  I  tar  I  an  regimes  one  has  to 
take  into  consideration  the  Imprint  that  major 
historical  events  have  left  on  the  evolving  regime  in 
each  phase  of  Its  development,  Installation,  and 
i nst i tut  I ona I  I zat I  on . [ 1 1 ]  Hence,  one  would  have  to 
recognize  the  relative  Importance  that  the  additional 
descriptors  of  “post-revolutionary,"  “one-party 
dominant,"  “mob  I  I  i zat I ona I , "  "inclusionary,"  and 
"statist-organic"  contribute  to  delimiting  the  Mexican 
regime.  The  "post-revolutionary”  label  recognizes  that 
the  roots  of  the  present  regime  belong  to  an  internecine 
revolutionary  struggle  for  power,  social  change,  and 
independence  from  foreign  capital. [12]  The  significance 
of  this  experience  is  that  it  challenges  the  elites  to 
maintain  regime  stability  via  a  continuing  process  of 
elite  c i rcu I  at i on , [ 1 3]  to  provide  programs  of  social 
welfare, [14]  and  to  weigh  carefully  the  participation  of 
foreign  capital  in  the  economy. [15]  The  "one-party 
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1 


dom inant 


label  recognizes  the  continuing,  although 
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Distribution  of  Power  and  Infl uence 


|  The  fact  that  the  regime  is  "bureaucratic 

i 

i 

i  authoritarian"  (but  not  In  a  repressive  sense  as  was  the 

l 

case  of  Brazi  I  under  ml  I  Itary  rule)  assumes  a 


centralization  of  power.  The  fact  that  It  Is  also 


"liberalizing"  and  “modernizing"  assumes  a  widening 

,  distribution  of  Influence.  From  the  point  of  view  of 

I 

S  decision-making,  power  In  the  Mexican  system  is 

I 

!  ultimately  centralized  In  the  President  with,  however,  a 


wide  distribution  of  Influence.  In  this  view  the 


President  Is  best  seen  not  as  omnipotent  where  influence 


outside  a  close  circle  of  advisors  Is  limited,  but  as  an 


administrator.  As  such,  he  is  neither  stalemated  by  the 


interest  groups  In  society  nor  does  he  surrender 


decision-making  power  to  an  ascendant  bureaucracy  when 


matters  of  critical  importance  arise. 


Although  the  "President  as  Administrator"  is  the 
predominant  structure  in  the  decision-making  process, 
this  is  not  to  deny  that  in  a  complex  decision,  other 
processes  are  at  work.  As  the  IBM  case  reveals, 
politicking  does  take  place.  However,  determination 


over  a  given  question  is  not  rude  according  to  which 


I nterest 

group 

can 

muster  the 

greatest 

po  l 

1 1 i ca  i 

pr essure 

or  the 

largest  numbers  of 

votes  I n  a 

comm 1 1  tee 

or  1  eg i s 

l  ature . 

Power 

i  s  not 

d i sper sed 

to 

these 

groups . 

Wh 

1  l  e 

po  l  l 

i  t i ca  l 

pressures  are  taken 

I  nto 

account 

as 

one 

of 

a  varying 

number  of 

1 nf 1 uences , 

decisions 

are 

made 

with 

an  eye 

to  1 ndependent 

state 

i nterests 

,  thus 

softening 

support 

for  the 

thes  1 

l  s  of  a 

low  level  of  state  autonomy ,[ 16] 

In  addition  to  politicking,  the  organizational 
process  model  is  also  Important  In  the  dec l s I on-mak l ng 
process.  In  routine  matters,  the  bureaucracy  exercises 
dec  I s l on-mak l ng  power  and  Influence  Is  usually  limited 
to  within  bureaucratic  structures.  Even  In  matters  that 
are  not  routine,  the  bureaucracy  at  a  higher  level  is 
still  given  the  opportunity  to  respond  to  a  demand 
seeking  resolution.  However,  In  a  confllctuai  case  such 
as  that  of  IBM  the  bureaucracy  cannot  or  will  not  I imit 
the  exercise  of  Influence  to  within  its  boundaries  nor 
is  power  to  resolve  such  a  conflict-  exercised 
autonomously  in  an  I ntersecretar l a  I  group  such  as  the 
Foreign  Investment  Commission,  which  weakens  the 
ascendant  bureaucracy  thesis. 


Whereas  there  are  certain  authoritarian  features  in 


the  Mexican  decision-making  process  such  as  the  attempt 
to  limit  influence  as  seen  in  the  post-rejection  phase 
of  the  IBM  decision  and  the  attempt  to  disguise  the 
origin  of  the  decision,  there  was  no  such  attempt  at  the 
beginning  of  the  decision-making  process  and  hence  an 
omnipotent  president  thesis  Is  not  supported  by  this 
case . 

The  different  stages  of  the  decision-making  process 
do,  however,  show  different  distributions  of  power  and 
influence.  In  the  first  phase,  power  is  centralized  in 
the  Foreign  Investments  bureaucracy  and  Influence  is 
limited  to  those  bureaucrats  with  knowledge  of  the  IBM 
proposal.  This  does  not  las’.  long,  however,  as  some 
bureaucrats  expand  the  circle  of  Influence  outside  the 
bureaucracy  engaging  a  politicking  model  which 
postulates  a  distribution  of  power  as  well  as 
influence.  However,  Interest  groups  do  not  have  the 
power  to  decide  in  their  own  case.  When  po  I  itlcking  has 
run  its  course,  a  decision  based  on  some  rational  policy 
has  to  be  made.  Here  power  is  again  central  i  zed  with 
the  organization  which  still  has  jurisdiction  over  the 
case.  And  influence  is  once  again  I imited  to  working 
within  official  channels.  A  rejection  based  on  the 


rationale  that  organizational  objectives  are  not  met  by 
the  IBM  proposal  is,  in  effect,  a  continuation  of  the 
politicking  model  via  bargaining  between  one  interest 
group  and  the  governmental  decisionmaker.  A  reversal  of 
the  rejection  comes  about  when  a  compromise  Is  achieved 
which  involves  the  rational  actor  applying  rational 
policy  criteria  to  a  somewhat  revised  proposal.  At  this 
final  stage,  power  is  certainly  centralized  as  would  be 
the  case  with  the  authoritarian  model,  but  by  this  stage 
there  has  been  a  wide  distribution  of  Influence 
involving  not  only  the  bureaucracy  but  also  the  Interest 
groups  and  their  allies  in  the  legislature,  the  press, 
and  a  foreign  government  -  a  wider  distribution  of 
influence  than  one  would  expect  in  the  authoritarian 
model.  In  short,  the  exercise  of  power  and  the 

distribution  of  influence  varies  at  different  stages  of 
the  policy  process  but,  in  the  final  analysis,  the 
predominant  mode  of  actually  arriving  at  a  decision  of 
critical  importance  Is  that  of  the  President  as 
Administrator.  This  supports  the  thesis  that  interest 
groups  such  as  private  enterprise  in  the  area  of 
industrial  po l icy  can  exercise  direct  Influence  on  the 
political  system  and  are  not  solely  at  the  mercy  of  a 
benevolent  patron-client  relationship. 
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Impl icatlons  for  Technocrats 


The  role  of  technocrats  Is  extremely  Important  In 
terms  of  two  critical  functions  -  formulating  po I  icy 
options  and  maintaining  a  system  of  checks  and 
balances.  Because  of  their  technical  background, 
technocrats  are  capable  of  Influencing  policy  by 
formulation  of  options  or  plans  for  their  superiors' 
consideration.  These  plans,  such  as  the  Computer  Plan 
and  the  Foreign  Policy  Guidelines,  may  conflict  in 
seeking  different  objectives  of  an  overall  plan  which 
may  contain  internal  contradictions  or  may  represent 
past  policies  as  opposed  to  policies  designed  to  meet 
the  exigencies  of  a  current  situation.  it  is  through 
the  selection  among  different  options  at  the  higher 
levels  of  the  bureaucracy  that  the  Mexican  political 
system  ma intains  its  equilibrium  balancing  off  opposing 
positions  and  opting  for  incremental  changes  that,  by 
meeting  currently  identified  requirements,  keep  the 
system  viable.  At  the  middle  levels  of  the  bureaucracy, 
this  process  represents  a  competitive  struggle  among 
technocrats  to  meet  the  needs  of  Mexican  society  as  they 
interpret  it,  prove  their  worth  to  their  superiors  and, 
if  their  vision  of  society's  needs  proves  correct,  earn 


a  promotion  within  the  hierarchy  within  the  next 
administration.  Hence,  the  secret  to  upward  mob  I  I  I ty 
becomes  the  ab I  I  Ity  to  provide  an  improvement  that  wi  I  I 
respond  to  an  identified  need  and  thereby  to  system 
equilibrium.  This  does  not  mean  that  technocrats  are 
taking  over  the  political  system,  for  the  task  of 
choosing  among  alternative  options  at  the  higher  levels 
of  the  bureaucracy  remains  a  political  task,  even  If 
those  decisions  are  being  made  by  individuals  who 
themselves  have  technical  backgrounds.  While  the 
bureaucratic  task  is  that  of  providing  viable  policy 
options,  the  political  task  Is  that  of  arbitrating  among 
conflicting  interests  In  settling  on  a  given  option,  and 
having  settled  on  that  opotion,  making  It  acceptable. 


implications  for  the  Efficacy  of  the  Economic  Elite 


The  private  Industry  entrepreneur s , 


wh  i  I  e 


possessing  the  means  to  exert  influence  on  the  p ' l i t i ca l 
system  in  the  areas  that  affect  their  interests,  are  not 
as  independent  or  powerful  as  an  interest  group  approach 
would  suggest.  They  can  Influence  the  political  system 
insofar  as  they  al ign  themselves  with  government  goals 
(cr  there  is  no  doubt  that  the  government,  through 
control  of  fiscal  incentives,  credit,  and  commercial 


Ll 

* 
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policies,  maintains  a  strong  position  as  rector  of  the 
economy.  If  the  government,  however,  can  achieve  its 
goals  more  efficiently  in  specific  areas  through  the 
fostering  of  foreign  investment,  it  will  do  so.  In  the 
IBM  case,  the  support  that  government  had  provided  local 
industry  via  protectionist  policies  eroded  with  the 
necessity  for  change  to  promote  a  larger  volume  of 
competitive  exports. 


implications  for  the  Role  of  TNC-Gover nment  Relations 


Transnational  corporations  In  a  high  technology 
sector  have  a  bargaining  advantage  Insofar  as  developing 
countries  need  alternative  sources  of  capital  to  finance 
economic  growth  and  leading  edge,  efficient  technology 
to  modernize  the  development  process  and  provide  a  basis 


for  competitive  exports.  However,  a  transnational 
corporation  needs  to  weigh  the  costs  of  Insisting  on  Its 


own  terms  versus  adjusting  to  meet  expressed 
governmental  goals  and  objectives.  By  insisting  on  its 
own  terms,  IBM  had  to  wait  16  months  to  get  approval  for 
its  proposal  while  other  manufacturers  were  establishing 
their  products  on  the  market.  On  the  other  hand,  a 
transnational  can  contribute  to  development  objectives 


nsofar  as  it  engages  in  a  real  transfer  of  technology, 


I 


it.Al, 


Limitations  and  Questions  for  Further  Research 

Because  this  study  focused  on  decision-making  in 
one  policy  area  -  that  of  industrial  policy,  and 
specifically  in  its  accomodat ion  of  foreign  i n vestment  - 
the  findings  may  not  be  gener a  I  l zab l e  to  other  policy 
areas  and  perhaps  not  even  to  a i I  areas  of  Industrial 
policy.  Further  studies  would  help  to  clarify  whether 
this  interpretation  of  the  Mexican  decision-making 
process  is  valid  or  whether  it  is  simply  the  result  of 
an  atypical  case.  Particularly  useful  would  be  studies 
that  examine  the  inner  workings  of  the  bureaucrac i es  at 
different  levels.  There  are  too  few  studies  in  this 
area  given  the  central  importance  of  the  bureaucracy. 
Questions  of  Importance  would  Include  how 
decision-making  bodies  that  are  not  Intersectorial 
operate  within  a  given  ministry?  At  a  higher  level,  how 
do  cabinet  ministers  interact  with  the  President  and 
with  each  other  when  there  is  a  conflict  about  the  best 
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means  to  achieve  a  policy  objective?  Are  the  decisions 
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always  consensual  as  the  IBM  study  suggests?  Or  are 
there  sometimes  sp I  It  votes  where  the  majority  or  the 
Pr es i dent  rules? 


Of  interest  also  are  changes  within  the  Mexican 
political  system  toward  democratic  processes.  Was  the 
institution  of  democratic  planning  by  the  de  la  Madrid 
administration  simply  an  experiment  or  does  It  indicate 
a  lasting  change  in  the  direction  of  interest 


aggregation  at  lower  levels?  Wi 


nputs  now  be 


seriously  sought  and  considered  In  the  formulation  phase 
of  policy  or  will  such  Inputs  attempt  to  Impose 
themselves  only  at  the  moment  of  Implementation? 


in  view  of  our  findings  from  studying  the  IBM  case, 
it  eems  dear  that  any  attempt  to  understand  the 
Mexican  decision-making  process  must  start  with 
statements  of  rational  policy  in  the  policy  area  of 
interest.  What  are  the  values  and  objectives  of  the 
rational  actor  -  the  President?  What  does  he  find 
desirable?  But  this  Is  only  a  starting  point,  for  to 
the  extent  that  values  and  objectives  In  a  given  area 
remain  undefined  or  are  In  the  process  of  change  due  to 
a  changing  environment,  the  role  of  organizational 
process  within  the  bureaucracy  becomes  important.  Hence 
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it  becomes  important  to  know  what  the  bureaucracy 
defines  as  within  the  realm  of  the  possible.  To  the 
extent  that  values  and  objectives  among  middle  level 
bureaucrats  differ,  there  is  the  likelihood  that  a 
politicking  process  on  a  cont r over s I  a l  issue  will  arise 
outside  the  bureaucracy.  in  such  a  case  adjustments  can 
be  expected  which  are  not  foreseen  by  any  party.  These 
may  be  interpreted  as  attempts  to  determine  what  Is 
acceptable.  To  the  extent  that  adjustments  are  resisted 
by  any  group,  It  is  likely  that  the  President  himself 
will  intervene  In  resolving  deadlocked  Issues  he  himself 
considers  important.  As  such  the  decision-making 
process  can  be  defined  as  a  matter  of  translating  a 
demand  for  action  Into  a  plan  for  action  that  is 
desirable  according  to  policy  objectives,  possible  to 
implement  through  organisational  process,  and  ultimately 
acceptable  to  political  Interest  groups.  In  the  Mexican 
case,  the  ultimate  decision  Is  made  by  the  President. 


NOTES 


1.  For  the  varying  modes  that  bureaucratic 
demand-making  can  have,  see  James  Davis,  "Citizen 
Participation  in  a  Bureaucratic  Society:  Some  Questions 
and  Skeptical  Notes,”  In  Neighborhood  Control  in  the 

1  970s  : _ Pol  1 1  i  cs  , _ Adm  i  n  1  strat  Ion  , _ and _ C  i  t  i  zen 

Part i c I  pat i on  ed .  George  Freder Ickson  (New  York: 
Chandler,  1973),  pp .  59-72  as  cited  in  Henry  A.  Dietz, 

"Bureaucratic  Demand-Making  and  C I l ente l I st I c 

Participation  In  Peru,”  in  Authoritarianism  and 
Corporatism  in  Latin  America  ed .  James  M.  Malloy 
(Pittsburgh:  University  of  Pittsburgh  Press,  1977),  pp. 
413-458. 

2.  Plan  Nacional  de  Desarollo.  supplement  to  E l 
Mercado  de  Va lores  43,  24  (13  June  1983),  p.  155. 

3 .  ibid.,  p .  97 . 

4.  See  Opening  Remarks  of  Maurlclo  de  Marla  y  Campos 
to  CAN  I ECE  at  Expo-E 1 ectron I ca ,  8  February  1985  as 
reported  in  Contacto  1,  6  (February  1985),  p.  6. 

5.  Wh i le  It  Is  not  the  purpose  of  this  study  to  go 
beyond  this  stage  Into  final  Implementation  of  IBM's 
approved  "plan  for  action,"  it  Is  significant  to  note 
that  opposition  within  the  Industrial  Promotion  branch 
of  SECOF l  remained.  In  fact,  faced  with  signing  off  on 
IBM's  manufacturing  plan.  Dr.  Jose  Warman  decided 
instead  to  resign.  Interview  with  Mario  Topete  of  Apple 
de  Mexico,  24  February  1987. 

6.  See,  for  example  Philippe  C.  Schmitter,  Interest 

Conflict  and  Political  Change  in  Brazil  (Stanford,  Ca . 
Stanford  University  Press,  1971);  Peter  G.  Snow, 
"Argentina:  Politics  In  a  Conflict  Society,"  In  Latin 
American  Politics  and  Development,  2d  ed .  Edited  by 
Howard  J.  Wiarda  and  Harvey  F.  Kline  (Boulder  and 
London:  Westview  Press,  1985);  and  Kalman  H.  Silvert, 

The  Conflict  Society:  Reaction  and  Revolution  in  Latin 
Amer i ca  (New  Orleans,  La.:  The  Hauser  Press,  1961). 

7.  See  Linda  B.  Hall,  "Mexican  President  i  a  Msm  From 
Diaz  to  Echeverr ia :  An  Interpretive  Essay,"  The  Soc i a l 


-'tsr- 


J~  HA  *AXA  H/V-kT,  *wl  HA  HA  HA  HAHA  ha  wwtwwuww/i  ; 


t 


I 


305 

Science  Journal  17,  1  (January  1980),  pp.  41-52.  ! 

i 

6.  According  to  Business  Latin  America  "The  private  ' 

sector  fought  for  a  say  In  the  current  plan  and 

apparently  many  of  Its  recommendations  were  i ncorporated  I 

into  the  final  document."  See  “Mexico’s  Industrial  ! 

Plan:  Can  This  One  Make  It  Better  Than  the  Last?"  8 
August  1984,  p.  251.  The  editors  of  PRONAFICE 

integrated  Inputs  from  various  sectors  of  Industry  as  a 
result  of  meetings  scheduled  with  Interested  groups  over 
a  six  month  period  from  all  over  the  country.  Interview 
with  Rene  Villareal,  chief  editor  of  PRONAFICE,  7  April  | 

1987.  Manuel  Conde  Palazuelos  said  that  IBM  was  among  | 

those  companies  that  expressed  its  viewpoint  on  the 
contents  of  the  plan  with  respect  to  the  high  technology  I 

sector.  Interview,  11  February  1987.  i 

9.  This  would  Indicate  a  shift  in  what  Peter  H.  Smith  2 

sees  as  a  tripartite  ruling  coalition  of  state,  private  i 

sector  and  foreign  sector  from  the  private  to  the 

foreign  sector  axis  of  the  coaltlon.  See  Peter  H.  ! 

Smith,  Mexico:  Neighbor  in  Transition  (New  York:  Foreign 
Policy  Association  Headline  Series  No.  267,  January  -  . 

February,  1984),  Chapter  3,  "The  Political  System,"  p. 

37. 

S 

10.  Juan  J.  Linz,  "Totalitarian  and  Authoritarian  ; 

Regimes,"  in  Handbook  of  Political  Science.  Vo  I .  3, 

Macr opo l  1 1 l ca  l  Theory,  eds.  Fred  I.  Greensteln  and  i 

Nelson  w.  Polsby  (Reading,  Mass.:  Add  i  son-Wes  I  ey ,  1975),  < 

p.  283.  The  complexity  of  authoritarian  regimes  is  one  2 

reason  Linz  does  not  provide  a  classification  according  k 

to  his  typologies.  See  Linz,  "Totalitarian  and 

Author i tar i an  Regimes,"  pp.  350-353. 

11.  ibid. ,  p.  283. 

12.  While  Linz  uses  the  term  "post- i ndependence "  for 
describing  the  roots  of  many  modern  authoritarian 
regimes  (reflecting,  particularly,  the  experience  of 
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Mexican  revolution,  see  Alan  Knight,  "The  Mexican 
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Exhibit  1 

IBM  Proposal  -  Disapproved 
(Affecting  Period  1985-1989) 


Financial  Data:  (millions  of  dollars) 


6.6 

71.0 

12.0 

100.0 

528.0 

157.0 

137.0 


IBM's  Investment  capital 
Import  substitution  savings 
contribution  to  research 
additional  tax  revenues 
export  volume 
trade  balance 

net  foreign  currency  contribution 


Employment  and  Production  Data: 


80 
819 
663,000 
51 , 000 
612,000 

Related  Data: 


number  of  jobs  to  be  generated  annually 
number  of  Indirect  jobs  annually 
projected  units  of  production 
estimated  units  of  national  consumption 
units  to  be  exported  (92%  of  production) 


35-50-50-50%  national  Integration  rate  over  four  year 

per l od 

10-15%  maximum  surcharge  over  U.S.  prices 

6  months  maximum  lag  time  for  introduction  of  new 

products 

Sources:  James  Cooper,  "IBM's  Investment  Project: 

MAYBE .. .MAYBE .. .MAYBE , "  A/FE  Press  Review,  30  November 
1984.  SECOF I ,  unpublished  data. 
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+  research 


+  suppp I i er 
deve I opment 

+  distribution 


+  training 


+  software 


Exhibit  2 

IBM  Changes  -  Approved 


$91.1  mn .  over  5  years  to  Include 
original  $6.6  mn .  In  fixed  assets 

-  IBM  to  create  an  Institute  of  Micro¬ 
computer  Research  In  collaboration  with 
the  Federal  Commission  of  Electricity  to 
assemble,  test  and  certify  chips  and 
other  electronic  components 

-  6  %  of  sales  to  be  dedicated  to  R  &  D 

development  of  a  horizontal  industry  of 
fundamentally  Mexican  suppliers 

distribution  of  production  for  local 
consumption  to  be  handled  by  non¬ 
exclusive  distributors  on  the  condition 
that  they  have  100%  national  capital  and 
not  be  linked  with  each  other 

to  establish  training  programs  through 
universities  and  firms  selected  on  a 
compet l t l ve  bas I s 

establish  an  International  distribution 
center  to  produce  and  distribute  IBM 
software  throughout  Latin  America 


+  technology  packing  system  for  multiple  coated  cards 


+  i oca i 
content 


+  emp I oyment 


51%  Initially  to  be  Increased  over  time 
to  82%  by  fourth  year 

240  direct  jobs  to  be  generated  through 
expansion  of  existing  plant  to  increase 
to  1000  and  1460  Indirect  Jobs 


R  i  chard  J . 
Id  and  Own  a 


Sources:  Richard  J.  Me  1 s I  i n ,  "Mexico  In  Reversal,  to  Let 
IBM  Build  and  Own  a  Computer  P I  ant , "  New  York  T I mes ,  24 
July  1  985;  Exce  /s/or  16  August  1985;  "Mexico  Update," 
American  Chamber  of  Commerce  in  Mexico  City,  Vo  I  .  Ill, 
No.  20,  August  1,  1985,  pp .  5  and  9.  SECOF I , 
unpub  I  i  shed  data  . 
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Exhibit  3 

Mexican  Foreign  Investment  Law 
Article  13 

ARTICLE  13.  -  In  order  to  determine  the  advisability  of 
authorizing  foreign  investment  and  to  establish  the 
percentages  and  conditions  by  which  it  shall  be 
governed,  the  Commission  shall  take  into  account  the 
following  criteria  and  character  I st i cs  of  the 
i nvestment : 

I.  -  That  it  should  be  complimentary  to  national 
: nvestment ; 

II.  -  That  it  should  not  displace  national  business 
enterprises  that  are  operating  satisfactorily,  and  that 
it  should  not  enter  fields  that  are  adequately  covered 
by  such  enterprises; 

III.  -  its  positive  effects  on  the  balance  of  payments 
and,  especially,  on  the  Increase  of  Mexican  exports; 

IV.  -  its  effect  on  employment,  taking  Into  account  job 
opportunities  created  and  wages  paid; 

v.  -  The  employment  and  training  of  Mexican  technical 
and  management  personnel; 

vi.  -  The  i ncorporat 1  on  of  domestic  Inputs  and 
components  in  the  manufacture  of  Its  products; 

vil.  -  The  extent  to  which  if  finances  its  operations 
with  resources  from  abroad; 

VIII.  -  The  diversification  of  sources  of  investment  and 
the  need  to  foster  Latin  American  regional  and 
subregional  integration; 

IX.  -  its  contribution  to  the  development  of  relatively 
less  economical ly  developed  zones  or  regions; 

X.  -  That  it  should  not  enjoy  a  monopolistic  position  in 
the  domestic  market; 


XI .  -  The  capital  structure  of  the  branch  of  economic 
activity  i  nvo I ved ; 


V'.'.w- 


XII.  -  Its  technological  contribution  and  Its  assistance 
in  the  country's  technological  research  and  development; 


XIII.  -  Its  effect  on  price  levels  and  qua  I  Ity  of 
product  I  on ; 


XIV.  -  That  It  should  respect  the  country's  social  and 
cultural  va I ues ; 


xv.  -  The  importance  of  the  activity 
context  of  the  country's  economy; 


quest  Ion  in  the 


XVI .  -  The  extent  to  which  the  foreign  Investor  is 
identified  with  the  country's  interest  and  his 
connection  with  foreign  centers  of  economic  decision; 
and 


xvi  l  .  -  in  general ,  the  extent  to  which  It  comp  I  i es 
with,  and  contributes  to  the  achievement  of  national 
development  policy  objectives. 
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